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Nore.—See “Decision” at 24 F.C.C. 2d. 


PRELIMINARY STATEMENT 


1. By order released May 29, 1963 (34 FCC 1094) In the Matter of 
American Telephone & Telegr: h Company (Docket No. 11645) and 
The Western Union Telegraph Company (Docket No. 11646) the 
Commission ordered conclusion of the proceeding in those dockets re- 
ferred to as “The Private Line Case.” but excepted the applicability of 
the rate prescriptions and authorizations in its decision to private 
line telegraph or to private line telephotograph services utilized by 
the press in the collection and dissemination of general news for 
publication either through the press or through radio broadcasting 
stations. This exception was ordered though the Commission noted the 
following with reference to these services: 

Upon reconsideration we note that the record shows that there is no substantial 
difference between the costs of furnishing private line service to the press and 
to other customers. The cost data_in this record also shows that the carriers’ 
revenues from private Time telegraph and telephotograph services furnished to 
all users, including the press, are inadequate under the currently effective 
schedules. /The petitions before us raise substantial questions regarding the im- 
pact which changed private line telegraph and private line telephotograph rates, 
prescribed or authorized herein, would have upon the dissemination of news 
information. On the basis of the record made in these proceedings, however, we 
are unable to evaluate the extent to which such changed rates, if applied to the 
press, would impair the widespread dissemination of news information. In view 
of the authority given the Commission to establish 2 separate press class of 
service with charges which may be different from the charges for other classes 
of service, and in view of the public interest in widespread dissemination of 
news information, we conclude it is appropriate to withhold a determination 
of these questions at this time. ‘At the same time, we deem it to be in the public 
interest to institute a separate investigation of the charges to the press for 
private line telegraph and telephotograph services to determine whether the 


imposition of the same charges applicable to other users Gaara ete 

f impair the widespread Se of news information, so, to deter- 
mine whether We shou prescribe or authorize different charges for the press, | 
‘and, if so, what such charges should be. 

By separate order released May 31, 1963 the instant proceeding was 
instituted on issues limiting the proceeding to rates for private line 
telegraph and private line telephotograph services. Hearing was con- 
cluded on September 25, 1963 and following a Recommended Decision 
of the Chief, Common Carrier Bureau the case was submitted to the 
Commission with the filing of exceptions and briefs on June 23, 1965. 
By order released November 28, 1967 (10 FCC 2d 677) the Commission 
gua sponte reopened the record noting that effective August 1, 1967 
“substantial changes in the private line telegraph and private line tele- ¥ 
photograph rates applicable to non-press users” had been made and 
“Thus the factual situation has changed substantially since this pro- 
ceeding was instituted and since the last action was taken herein.” 
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4 The issues specified upon reopening the record again limited the inves- 
igation to private line telegraph and private line telephotograph 
28S. 
« 2. By order of the Review Board released February 27, 1968 it was 
noted that new private line services have become available and have 
»been extensively utilized by the press since commencement of this 
investigation and the issues, accordingly, were modified and enlarged 
ato include “any private line service used by the press. . . .” The issues 
as modified and enlarged are as follows: 


‘ A(1). The extent to which the charges, regulations, practices and classifica- 
ations currently applicable to non-press users of the private line telegraph and ~~ 
private line telephotograph services offered by A.T. & T. and Western Union 
to non-press users would, if applied to press users, diminish, limit or impair 
“Whe widespread dissemination of news ; : 
A(2). The extent to which the currently effective charges, regulations, prac- 
wtices und classifications for any private line service used by the press, including 
ny revisions thereof filed by AT. & T. or Western Union, tend to, or would 
qdimini sh, limit or impair the widespread dissemination of news. 
13. Whether the currently effective charges, regulations, classifications or prac- 
specially applicable to press users of private line telegraph and private 
telephotograph services are unjust or unreasonable within the meaning of ~ 
tion 201(b) of the Act or unduly discriminatory or preferential within the 
ning of Section 202(a) of the Act: 
«. Whether the Commission should prescribe or authorize a specific classifica- 
“tion for press users of private line telegraph and telephotograph services or other 
private line services, with different charges and regulations for’such class of users 
and communications, and, if so, what charges and regulations should be pre- 
<ctibed or authorized for such classification of users and communications. 


3. The effect of these actions has been to maintain a separate rate 
classification tor the press for private line telegraph and telephoto- 
erxplr services pending the outcome of the instant proceeding and 
,bottr-A.T. & T. and Western Union filed separate tariff schedules for 
the press. These continued in effect for the press the rates and regula- 
»tions for private line telegraph and telephotograph services applicable 
to all users prior to the Private Lines decision. 
‘4. Prehearing conferences and hearing were held in the initial 
jgphases of the proceeding on various dates in 1963 and the record was 
closed on September 25, 1963. Prehearing conferences and hearing 
were held in the phases following reopening on various dates in 1968 


and the record last. closed by order released November 20, 1968. 


aProposed findings of fact and conciusions of law were filed in the ini- 
tial phases on November 29, 1963 with reply findings being filed on 
«December 12, 1963. Proposed findings of fact and conclusions of law 
were filed in the reopened phases on January 6, 1969 with reply findings 
being filed on January 31, 1969. 
. 5. Some parties participated in the initial phases of the proceeding, 
but did not make evidentiary presentations in the reopened phases. A 
,number filed notices of intent to appear, but did not subsequently enter 
ah appearance. Included _are the Chicago Tribune-New York News 
eSyndicate, Inc.; United Feature Syndicate, Inc.; Gannett News Serv- 
ice, Inc.; New York Herald Tribune, Inc.; Triangle Publications, Inc.: 
“Hearst Corporation, Hearst Consolidated Publications, Inc. and 
Hearst Publishing Company, Inc.; North American Newspaper Alli- 
‘ance; Minneapolis Tribune News Service; Chicago Daily News Foreign 
. 25 F.C.C. 2d 
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Service; Daily Press and Observer-Dispatch of Utica, New York: and 
The Times Mirror Company. As to these parties who made initial 
presentations, but did not participate after reopening, the record per- 
mits no assessment of the present validity of the evidentiary presen- 
tations made in 1963 and no findings of fact can be made or conclt 
reached on the basis of these presentations. Scripps-Howard 2} 
papers (a trade name used to identify 18 daily newspapers as of Sep- 
tember 30, 1962 published by the E. W. Scripps Company and its] 
subsidiary corporations) did submit proposed findings of fact and con- 
clusions of law following reopening of the proceeding based on its 1965 ¢ 
evidentiary showing and adduced additional evidence through thes 
American Newspaper Publishers Association. The following parties 
participated in the proceeding following reopening by presenting di; 
spect cases consisting of written testimony and exhibits and oral testi- 
mony: The Associated Press: United Press International, Inc.: Lose 
Angeles Times-Washington Post News Service: Field Enterprises, 
Inc.: The Copley Press. Inc.: Advance News Service, Inc.; PAM News 
Corporation: Twin Coast Newspapers. Inc.: McGraw-Hill, Inc.; 
Fairchild Publications. Inc.: American Newspaper Publishers -Asso- 
ciation: National Association of Broadcasters: Bell System Respond- 
ents (referred to throughout as AT&T) : and Western Union. 


FINDINGS OF FACT 


6. United Press International. Inc. (hereinafter UPI) is one of the 
two principal news agencies in the United States and is engaged in the 
business of gathering. editing and distributing news reports, features. 
photographs, pictures and other news material to more than 6,400% 
newspapers. periodicals, radio and television net works and stations and 
other organizations engaged in the dissemination of news throughout 
the United States and in foreign countries. Tt operates news bureaus 
in the principal cities of the United States and has offices, correspond- 
ents and reporters in a number of foreign countries. UPI is a profit 
oriented business corporation owned 59% by Hearst Corporation and 
95% by E. W. Scripps Co. which also owns the Scripps-Howard News- 4 
papers and Scripps-Howard Broadcasting Corporation. It had 4.052 
domestic subscribers at the end of 1965, 4.220 at the end of 1966, and 
4.317 at the end of 1967. As of March 31, 1968 UPI's domestic sub- 
scribers included 1.175 newspapers and periodicals and 3.209 broad- 
casters for a total of 4384. UPI revenues increased each year along 
with the net addition of subscribers. 

= UPI distributes its news reports. pictures and other material by 4 
means of communications networks extending to major cities of the 
United States and hundreds of smaller cities and towns. These net-4 
works make use of the private line services and channels of both 
telephone and telegraph grade offered by AT&T, the Bell System 
companies, and to a more limited extent by Western Union. 

8. For the year 1967 the total charges of AT&T and Western Union 
to UPI for jeased wires were $4,753,596, of which $4,568,161 were4 
AT&T charges and $185,435 Western Union telegraph charges. A 
breakdown of the AT&T charges for 1967 shows the following: tele-4 
graph—$3,030,692; Telpak interexchange channels—$104,425 ; Sched- 
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Or. 


4 ule 4 data transmission channels—$72.487 : foreign exchange—$2,352: 

Schedule 2. telephotograph—$743,167; full-period telephone (pic- 
. tures) $164,605: full-period telephone (audio) —$450,433, 

9, In 1967, UPI’s domestic leased wire expense represented 14.46% 

* of total domestic operating expense. In 1965 and 1966 the percentages 

aa Were 14.45% and 13.57%, respectively. UPI would not disclose addi-, 
tional information with regard to its revenues, earnings, expenses and “ 

charges which was requested by counsel for the Common Carrier 

Bureau on the ground that such information was confidential. . 

10. Effective August 1, 1967, AT&T and Western Union made sub- 
stantial changes in the rates for private telegraph and private line 
* telephotograph services applicable to non-press users, leaving in effect 
the generally lower rates for press users of such services. When these 
re rate increases were filed in early 1967, UPI repriced all of its circuits 
to determine. on the basis of its then current usage, what the impact 
would have been if its telegraph and telephotograph circuits were 
priced at commercial rates. Such _repricing shows that UPI's total 
charges would have gone up by more than $1,000,000 per year, due’ 
principally to the increases which would result from loss of the clock- 
hour schedule and the supplemental service offering for telegraph 
channels and from having to lease telegraph circuits on a 24 hours per 
dav basis. Previous to this time, however, UPI had obtained from 
AT&T tariff revisions which permit customers to derive telegraph 
channels from voice grade channels by the use of customer-owned 
multiplex equipment. 

11. In 1967 UPI thereupon commenced installation of a multi- 
plexing program termed the Sked 4 System with the first installation 
having been made in September of that year. Under this system most 
of its news networks is being converted from telegraph to voice grade 
channels leased from AT&T for data transmission. These voice erade 
shannels are subdivided into telegraph channels using equipment 
owned by UPI. Use of channelizing equipment permits UPI to derive 
18-22 teleeraph channels from each voice grade channel. Completion 
of the system was originally scheduled for December 1, 1968 which 
date was subsequently extended to March 1, 1969. Upon completion 
the system is to provide the equivalent of 1,080,000 miles of individual 
telegraph channels by derivation from 60,000 miles of ordinary com- 
mon carrier voice grade facilities. UPI will then utilize individual 
common carrier telegraph channels only in extremely limited, iso 
lated and unusual situations. Development of this system results in” 
greater news dissemination at a lower overall cost for telegraph grade 
services with the cross-over point in numbers under present press rates 

‘averaging “in the neighborhood” of four to five telegraph circuits, At 

‘the time of the hearing more than 26,000 miles of this system were in 

‘operation with the scheduled completion date having now expired. 

12, UPI is also availing itself of additional new developments in 

‘communications facilities which improve its capacity to disseminate 
~ ‘news and will continue to avail itself of such developments. The use 
, of computers was cited as an example and as having made it possible 
!for UPI “to do things that we couldn’t do before both because the 
‘costs of doing them were prohibitive and because they were technically 
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t . . 
| impossible to do.” UPI uses computers with teletype A wire in its 
| typesetting service which eliminates the time lag between receipt of 
wordage off 2 teletype machine and typesetting. UPI is thereby able 
to produce a typesetting service simultaneously with the breaking, 
; news story. 

3. Those circuits which UPI leases for its domestic telephotography, 
network are not included in its Sked + system." Its newspictures serv- 
ice includes 2 domestic telephotograph network connecting 412 ci 
in the United States and Canada which as of December 31, 1961, 
covered 45.000 miles and served 353 newspapers and 219 TV stations. 
Total number of subscribers was 1459 of which 760 are located in the, 
United States. Except for four full period telephone sections, the UPI 
network ut s 16 separately numbered Schedule 2 telephotograph. 
channels leased from AT&T, which can be tied into a global network 
of leased cable and radiotelephoto channels connecting the North,§ 
‘American continent with Africa, Europe, As and Latin America. 

14. UPI’s domestic telephotograph network is operated as a part of « 
| UPI's Newspictures Department. and has always been 2 Joss operation. | 
For the years 1965 through 1967 the total loss in the domestic news- 
yictures operations exceeded $319,000 with the loss for 1967 being 
$80,600. Leased wire costs represent approximately 18% of approx- 
imately $5,000,000 per year domestic newspicture operating expenses. 
> repriced its private line telephotograph channels leased 
to commercial customers as of 
at the net increase in charges 
ices are ap- 
plied to the press. 
396.600 perrvear. If 
would require an increase Of appro 5 
S100 per _mvonth-per subscriber. UPI does pro 
spoased cost on to its subscribers though, on the ba 
with other price increases, it would expect to lose 
seribers.” UPI's total domestic operating expenses for 1967 were + 
$33,213,995 representing a substantial increase since 1963. To offset 
this increase, UPI raised its rates with general increases for all its¢ 
services of 9% in 1964, of 9.15% in 1966 and of 10% in 1968. Following 
these increases the number of notices of cancellation did increase each 
time above the number received the preceding month. Though all such 
notices did not result in actual discontinuance of the service due to the 
efforts of UPI’s executive and sales force, a higher than normal loss 
of subscribers did result. Nevertheless, UPI did add steadily to the 
number of customers served and has increased its revenues each year 
throughout this period. UPI, as did all other press parties, concedes 
that there are no cost. differences to the carriers in services provided 4 
to the press as distinguished from other users. — aes 
“167 Neripps-Howard Newspapers maintains 2 news bureau in Wash- 
ington, D.C. known as the Scripps-Howard_Newspaper Alliance, 
where editorial matter for the various Scripps-Howard newspapers is 


3 Telephotograph is a specialized service offered by AT&T which ts predominantly utilized 
by the press. Ax of October 1, 1967 2 total of six press customers accounted for 86.4% of 4 
total private line telephotograph revenues, 
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duced. Through arrangements with Western Union in 1953 it 
ished a private line telegraph service extending from Washing- 
jous cities across the country, for the purpose of transmitting 
to the Scripps-Howard Newspapers the news product of the Washing- 
ton bureau and of Scripps-Howard correspondents abroad. The 
sscripps-Howard Newspaper ‘Alliance is designated as the customer in 
the contract with Western Union, and at the time of the 1963 hearings 
athe wire extended to 15 cities across the country carrying news mate- 
rial for use in 16 of the Scripps-Howard Newspapers. It presently 
sextends to 13 Scripps-Howard newspapers in 13 different cities. 
17. The Seripps-Howard wire service is presently priced on the 
is of a total of 3.143 miles and operates from 6:00 p.m. to 2:00 a.m. 
pprund: y through Friday. Monthly charges payable to Western Union 
Fotal $1,695 per month for circuits, loops. drops and equipment, of 
«Which $835 per month is for line charges. Lf required to pay at.the_ 
commercial rates, the total monthly charge for tht ervice would be 
» increased by $2,916 per month to $4,611 per month. It is principally the 
requirement under the commercial rates that circuits be leased for2+ 
hours a day. seven days a week that would account for the increase-*Fty— 
would have no need or use for these additional hours. Scripps-Howard 
\loes not. plead inability to pay a $34,992 annual increase 1n operating 
_ expenses, but asserts that it would be unreasonable and violative of the 
principle that rates should be responsive to customer usage to require it 
, to pay for service for which it has no need. i 
18. The Associated Press (hereinafter AP) js the other of the two 
* principal suppliers of national, international and regional news in the 
United States. Its news bureaus, domestic and foreign, gather news to 
be disseminated to newspapers, broadcasters and other news media. AP 
is a non-profit co-operative with its members being engaged in business 
for profit. Its membership includes more than 1,200 daily newspapers 
4 and more than 2,600 broadcast stations. AP provides supplemental 
services in addition to its basic newswire services. Basic news service is 
* the AP general news wire and is provided only to members while some 
supplemental services are made available to both members and non- 
members. 
19. There are two classes of AP members—regular and associate. 
Regular members must make local news available exclusively to AP 
while associate members may make their local news available to en- 
tities other than AP. Newspapers are generally regular members, while 
broadcasters are associate members. Members bear all costs of AP's 
operations by means of assessments. Regular members only, however. 
select the Board of Directors which determines the charge for AP 
services. AP wire services have been expanding over the past five 
years. On January 1, 1947 AP, however, raised its membership assess- 
ments for the first time in five years by approximately 9%. 
20, To facilitate the distribution of news and news-feature materiat 
to its members and to permit each member to receive service tailored to 
+ its individual needs, the various services of AP are divided into a num- 
ber of wires. These services are (1) general news wires, (2) radio-TV 


> de 


a 


———_ 


i 1963 the hours of service were from 7:00 P.M. to 3:00 A.M. Sunday through 
riday. : 
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news, farm news, and other news and newsfeatures. This service differs 
from service tonewspapers in that it requires the use of wire services on, 
a virtua] 24-hour per day basis. 

23. Financial Wires—AP financial wires provide reporting and* 
analysis of the nation’s and the world’s business and tabulation of trad- 
ing on all major United States security and commodity exchanges™ 
from open to close of each trading day, These services are available to 
members on typesetting wires operating at 66 words per minute * and* 
on Dataspeed circuits sending tabulations throughout the trading day , 
at either 1.050 or 2.100 words per minute. These Dataspeed circuits are 
also used to transmit Presidential texts and other important news 
documents. 

24. Special News Wirex—This category includes all other teletype-« 
writer news wires. These include the sports wires—general sports 
news, box scores, play-by-play, race results, and feature sports news—* 
and special wire circuits established by AP to service individual needs 
of members or groups of members. N 

25. Telephotograph—The AP Wirephoto service provides a variety « 
of pictures on regional, national, and international events, along with 
daily weather maps, news mups, sketches, and color separations to over< 
700 newspapers and television stations in the United States and 
Canada. In addition AP also provides two less comprehensive tele- 
photograph services to accommodate the needs of smaller members and 
also supplies some small members with a daily selection of mats by mail ~ 
in lieu of wire service. 

26. To provide these services AP uses the full spectrum of AT&T "4 
private line facilities from telegraph through TELPAK C, including « 
telephotograph and data channels. The total expenses of AP for do- 
mestic news and supplemental services for 1967 were $38,420,232. Of 4 
this sum $5,674,417 (14.77%) was paid to AT&T for private lines and 
terminals. Repricing the telegraph circuits leased by AP in Septem- 
ber of 1968 under regular commercial rates gave an increase of $55,273 
per month or $663,276 per year. The AP Wirephoto service operates * 
6:00 a.m. to 2:00 a.m. Mioaoa through Friday, 6:00 a.m. to 1:00 a.m. « 


= 


3 For faster service using telegraph-grade equipment, the AP member may obtain financial ¢ 
news on as many as 12 wires simultaneously at almost 800 words per minute. 


25 F.C.C. 2d 


AT&T et al. 13 


Aturday, and 1:00 p.m. to 1:00 a.m. Sunday, but the telephotograph 
tariff requires AP to lease and to pay for this service for 24 hours per 
ray, seven days per week. Because AP has been required to lease tele- 
photograph service full period, the loss of press rates would result in 
a slight Rees in interchange channel charges. However, the de- 
crease is insufficient to overcome the increase in terminal charges which 
‘AP would be required to pay under commercial rates. The charges for 
a\ P's telephotograph network, if repriced at commercial rates, would 
in. se by $9. per month or $104,384 per year. 
, '27. Since mid-1966 AP has, however, been in the process of eliminat- 
ine most of its telegraph-grade leases and replacing them with data | 
Avannel leases from which AP derives 18 to 22 telegraph circuits with 
its own multiplexing equipment. In September of 1968, this transfer 
"Trom ealconiee to multiplexed data channels was about half completed 
and full completion is expected by the end of 1970, It has presently 
‘liminated much of its TELPAK mileage and at the time of hearing 
expected to have eliminated all but 444 miles by January of 1969. Upon 
completion of this program AP will be leasing 75,000 miles of data 
#hannels from which it will derive approximately 1,500,000 channel 
miles of telegraph circuit. Individual common carrier telegraph chan- 
Hels will then be used only in isolated cases where costs would be lower 
than multiplexed voice grade channels. 

28, As with UPI, it is less expensive to. AP to derive telegraph chan- 
sels by_s) slitting voice channels than it is to Tease individual te legraph 
channels even under the special press rates. A telegraph circuit derived 

from a voice grade circuit costs 1353 cents per mile assuming a cost of 
$3 per mile for the voice grade channel and the derivation of 22 tele- 
“wraph circuits. A telegraph wire costs $1.45 per mile for the first 250 
miles. As a consequence of AP’s multiplexing program, additional 
hosts will be incurred for equipment purchases and personnel, but 
cirenit costs will be substantially reduced. T ult has been to 
Stabilize AP communications costs and _given two years, ects 
& minimize the effect of any rate increase which might result from 
this proceeding. ; RI ae TL 
v29, AP also uses data channels (Dataspeed) to deliver the output of 
the AP financial computer to newspapers” automatic punch tape type- 
setting machines. Through this technique, the complete New York 


Stock Exchange table can be transmitted to newspapers throughout 
fhe nation within as little as five minutes after the Exchange closes. 
Each minute saved by an afternoon paper in receiving the closing 
Market reports can mean thousands of newspapers distributed. These 
data channels are used by AP 10:30 a.m. to 6:30 p.m. (eastern time), 
Monday through Thursday, and 10:30 a.m. to 1:00 a.m. Friday. AP 
&lso plans to computerize its basic news service and provide it on 
data channels 

“30, The Los Angeles Times-Washington Post News Service is a 
supplemental news service * owned equally by the publishers of the 
newspapers from whom its name is derived. The Washington Post is 
6. 


4A supplemental news service was defined as a service which essentially supplements. 
plifies and augments the immediate on-the-spot reports provided by the Associated 
ress and United Press International through interpretative, in-depth reporting of news 


events. - 
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owned by The Washington Post Company which also owns Newsweek 
Magazine, two television stations, a radio station and in part the Inter- 
national Herald-Tribune, published in Paris, France. The Los Angelex 
Times is owned by the Times Mirror Company. In addition to its news; 
paper publication, it operates as 2 subdivision of the newspaper divi- 
sion, the Los Angeles Times Syndicate which syndicates the works of 
writers and artists “throughout the world.” It also owns the General 
Features Corporation as a wholly owned subsidiary, operates 2 larga, 
publishing concern and is engaged in a number of Ceiee diversified 
business enterprises. AT&T service cost to the news service for the yean 
1966 was $128,965 and for 1967 $165,305. The rate increase to the ness 
service if press rates should be abolished would be $106,416 per year, 
one-half of which would be borne by each of the owner corporations, 
It was admitted on the record that the share of the Washington Post 
OT the cost incurred by the Los Angeles Times- Washington Post News, 
Service for private Tine common carrier communications services 1s 
less than one percent of the total operating cost of the W: shingtom 
Post Company. In 1967 revenues of the Tos Angeles Times were 
| $126,000,900, Its parent, the Times-Mirror Company, had consolidated 
} earnings of $19,108,458 from 1967 revenues of $301,521.554, Thus the 
| common carrier cost of the news service is less than 17% of operating 
! cost of the Times-Mirror Company. A 
31. The news service was not originated _as_a profit making enter- 
srise, Prior to its establishment the two papers had entered into an, 
‘arrangement whereby they exchanged the news product of their 
respective reporting staffs. The news service was later formed to mak? 
the reporting talents of the staffs of these newspapers and the news 
emanating therefrom available to other daily newspapers throughou 
the United States. The news service also entered into an agreement, 
with the daily Manchester Guardian, the London Observer and the 
London Sunday Times whereby the news dispatches of these news, 
papers are made available to subscribers to the news service. Soureé 
material from these British newspapers is also made available to the 
Los Angeles Times and the Washington Post on the basis of the alloca- 
ble portion of the total cost of the British services. Total cost in 1966 
was $56,673, in 1967 $58,745. The record does not show the portion 
allocated to these two newspapers or the basis of allocation per paper. 
The news service has incurred an operating deficit in each of the full 
five years since it was organized. Operating loss for the 12 month | 
period ending March 31, 1968 was $43,896.27. Wi i sing 
number of subscribers hereinafter noted, hawercr, the news-service “1s 
just_beginning to visualize the day when it may be o erating on ¢ 
b ven basis.” 


Of the domestic subscribers to the news service, 119 ard 
rviced directly by private mne telegraph. To service these subscrib- 
ers, the service has eke in 94 cities in the United States. In 25 of 
these cities, two domestic subscribers are connected to the same drop, 
26 of the subscribers are reserviced by other wire service subscribers 
and 7 subscribers are serviced by air mail. “ 
33. When the news service initiated its services, the bulk of its 
subscribers were newspapers with a circulation in excess of 100,000. I 
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had no subscribers with a circulation of less than 25,000. As of May 

1968, 25% of the subscribers had circulations of less than 25,000; 
. nore than one-half had circulations of less than 75,000; and 699% 

had circulations of less than 100,000. 

| 34. The precise subscription price charged by the news 

each subscriber_ig_in the main 2 ma T 

aken into consideration. The communication cost for the leased 

pwireamtthe equipment is a fixed minimum element of cost in deter- 

mining the subscription price. The secor Os jable 
, factor based partly upon the circulation of the subscril 


and partly onjudg! ‘nctors. Initia sncourage th 


“ise of the news service by thes ~ ewspapers, there were _in- 
re . rn, . . = ae te Na 
stances which the service was supplied to the subscriber for the 


prec se cost of communi -ations. At the time of hearing service was 

yrovided to only one subscriber on this cost basis 
w= The line charge under the press tarif currently applicable to the 
news service is $5767 per mile for the first 250 mile segment for a 55 
baud (unit of speed) circuit and 9 hours of service. The line rate 

¢#¢hareed commercial users does not permit less than 24 hours a day 
service and the rate decreas ; the length of the line increases. For 

commercial users, the charge is $1.40 per mile for the first 100 mile 
seement: $98 for the next 150 mile segment; 3.56 for the next 250 

* mile segment: and 842 for the next 500 mile h 9, 
1968, SZ of ines subseri 

* 100 miles long. Such subscribers will be charged the ma3 imum _line 
charge rate if the commer es are made applicable to the pri 
Commerchrttine cimrges per mite are hraier than the present rates” 
applicable to the press for all line segments up to 500 miles. All of the 
subscribers to the news service, with one exception, are serviced_by 

i ess than 500 miles long. Thus the_hicher line charges for the 


<coments under the commercial rates would merease the 


5 ie present subscribers. 
>» The news service has explored the economic feasibility of alternative 
carrier communication services. It has consulted with American Tele- 
phone & Telegraph to determine whether or not more efficient or eco- 
nomical services were available. No such services have proved _an 
acceptable alternative to its present communications system. 
jave sufficient resources to pay com- 
line rates but whether they are will- 
nt decision. There has been an 
* increase inthe number of domestic subscribers to the news service from 
#39 as of June 1963 to 152 as of May 1968. It presently has i 250 | 
net incr out. 70 subscribers } 
2 to 15 months. It is also its experience that the number 
words per day transmitted by itself and by the national news’ 
a iwvire services have increased. The news service has made_no studies 
or surveys to determine the effect that elimination of press rates would 
S subscribers. Increases, however, resulting from elimination 
of press rates would be passed on to subscribers of the news service 
if possible. 
37. Field Enterprises. Inc. is 2 complex of fifteen to twenty com- 
panies. In addition to the Chicago Daily News and Sun-Times news- 
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papers. it owns and operates, inter alia, Publishers Hall Syndicate, 
Field Enterprise Educational Corporations which publishes the World 
Book Encyclopedia, a paper mill and a television station. This com- 4 
plex has “over $100 million” in annual sales, The Nemsperen Divi- , 
sion of Field Enterprises, Inc. (hereinafter Field) owns and operates ; 
the Chicago Daily News/Sun Times Service, the oldest supplemental , § 
news service in America. This service provides the Field newspapers 
and approximately 64 subscribers with a wide range of background 4) 


and interpretive material to supplement major news events, particu- 
larly foreign news. The papers subscribing to tl is service have a a 
combined crrolation of_“close to 12 million.” The ce has foreign 
correspondents in 16 cities located in Europe, Asia, South America or 
and North America. Its domestic offices are located in Washington, 
D.C.. New York and Los Angeles and it also utilizes the services of 
the Knight Newspapers, Inc., Washington, D.C. news staff. Its Pub- 
lishers Hall Syndicate has the exclusive right to distribute the news 
service material for a fixed percentage of gross revenue from sub- 
scribers of the news service less wire charges. Regular financial reports 
> wd the Ficld newspapers 
-e they receive. Approximate 


@ 


iD 


five years have otherwise | 
ssed on to its subscribers in whole or in part where competitively 
en_no_ cancellations because of merease stb: 
r though “in several instances” increases 
i be v the customer, There have been’ 
no studies made by Field to determine potential cancellations should 
press rates be eliminated and the increase passed on to the news 
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gervice subscribers. Present subscription costs vary from $150 to 
300 per month.’ based on the size of the newspaper, wire costs and 

ithe competitive position in the city, ie. the number of newspapers 

gompeting with each other in the city. Total billings for the news 
srvice were approximately $254,872 1n 1969; $329,053 in 1966; and 
032 in 1967. 

40. The Copley Press, Inc. operates the Copley News Service (here- 

jnafter CNS), publishes j 
nia and Tiling 

wot activity through _subsidiaries_or_s parate diy 

Copléy Computer Services; Copley Productions w 

ing films and visual aids; Copley International Corpor; 

yerforms contract research and management consultative services for 
he Copley newspapers and other business and industrial clients with 

athe bulk of its business being industrial clients: Casa Del Zoro, a 

resort hotel in Borrego Springs, California: and at the time of hearing 
,standard broadcast stations located in Hawaii and in South Bay. 
California. The Copley Newspapers are published in Aurora, Elgin. 

*Jolict and Springfield, all in the state of Mlinois and in Alhambra, 
Burbank, Culver City-Venice, Glendale, Monrovia, Sacramento, San 

‘Diego, San Pedro and South Bay, all in the state of California. 
Individual circulation of these papers varies from a low of 7678 to 
v high of 250,000 with a combined circulation of approximately 670,- 
000. The majority of its revenues comes from the newspaper 


=e, 
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* 1963 


‘he combined circulation of thesé 
y subscribers is In excess 0 7200.00. At the time of hearing a major 
sales campaign had been undertaken in an effort to obtain additional 
» subscribers. The news services provides background material and in- 
terpretive analysis of the news characterized as “the why of the 
* news” with emphasis being given to coverage of news of Latin Amer- 
ica. Foreign correspondents are maintained in Central American, 
South American, European and Asiatic cities. 
a 
ximum cost is taken from Field Enterprises, Inc. Exhibit 2. The transcript at page 
< maximum cost as $1,500. 
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43. The leased interstate wires used by CNS are comprised of a 
transcontinental telegraph line leased from AT&T and a second line 
used primarily to interconnect the Copley midwest newspapers leased ,| 
from AT&T through UPI. All Copley papers and the 16 wire sub- 
seribers to the CNS are interconnected through these two lines which” 
operate daily from 6:00 p.m. to 2:00 am. Cost of these wires as 
of the date of hearing was 000 annually. Computed on-the_basis 
of cost to non-press users of these circuits, costs would be increased. to || 
$116,000 annually. Copley Press, Inc. ultimately bears the expenses 
ot the News Service. In relation to total income to the Copley, News- || 
papers in 1967 or to total expenses which were $45,313,000 Copley 
concedes this increase is not “too significant.” In 1967 the news Sérvice* 
received a total of $40,000 from its wire subscribers which represented 
less than half of total revenues from all subscribers. $480,000 re 
duction in the 1968 budget for the news service was put into effect 
resulting in closing of six bureaus with the services of its London, 
Paris and Tokyo correspondents being discontinued. Budget allocated 
to the news service for 1968 was $837,000 and Copley Press, Inc. is not 
willing to increase the news service budget due to capital needs for new 
plant and equipment. Consultations have been held with AT&T with 
reference to securing more efficient and economical services. Nothing 
more econonrieat than the present system has been found. 

44. Advance News Service. Inc. is owned by Advance Publications, 

hich in turn is controlled by S. I. Newhouse, 2 newspaper 
an “in-house” pews service_and its cost of operation 
res only one 
solicited 

other subscribers during f 
provides its users with new: dit ly received from other wire 
services, About half of the news supplied is of a specialized nature, 
that is. original detailed reporting in such fields as health and wel- 
frre. education, labor and business, the judiciary, space, and other 
arens, in addition to analysis and interpretation of more familiar 
news subjects arising from national politics, the executive and legis- 
lative branches of the federal government, and national defense. This 
type of news coverage is made available to all of the client news- 
papers. The other half of the news effort of the service concentrates 
on stories and feature articles of particular interest to one or more 
newspapers in a common geographical area or state and is referred 
to as regional or local reporting. Much of this type of news ordinarily 
is not reported by other wire services received by the newspapers 

involved. 

45. Rearrangements of the news service's private line teletypewriter 
network have resulted in a decrease in monthly charges from $4,300 
per month in 1963 to $3,350 in 1967. During the same period, additions 
to its editorial staff and general increases in the cost of employment 
have caused its other monthly expenses to rise from $16.300 in 1963 
to $30,150 in 1967. The news service has never been expected by its 
owner to show a proht. Unless further rearrangements in its net- 
work are made, a “straight” xrepricing of its teletvpewriter circuits 
under non-press commercial rates would result in an increase of 
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4 $2,450 per month. The entire costs of operating this news service are,—. 
however, onty a small fraction of the budget of the Newhouse news- 
» paperstess than”? percent and perhaps under one percent. Advance 
js presently furnishing its customers more news coverage than in 
1963. 
"46, Private Agricultural Marketing ( hereinafter PAM) and 72win 
‘Coast Newspapers. Inc. (hereinafter Twin Coast), affiliated corpo- 
4 rations, are subsidiaries of Ridder Publications, Inc. There are ap- 
_proximately 19 Ridder, newspapers. The sole business of PAM is its 
» news wire service. Twin Coast publishes the Journal of Commerce 
and operates three specialized news wire services through subsidiary 
companies, LFM News, Inc. (hereinafter LFM) ° Commodity News 
Service (hereinafter CNS), and Transportation News Ticker (here- 
+ inafter TNT). CMS and TNT are wholly owned and LFM 90% 
owned. 

47, PAM serves the fresh fruit and vegetable industry providing its 
, subscribers with pews concerning the market price of produce, the 

price of produce futures and the nationwide movement of produce 

> eathered by PAM reporters. PAM also includes in its daily teletype 
_ run, general news gi interest to the produce industry gathered from 
various sources. The subscribers to PAM are seasonal, a subscriber 

‘ only using the service during the marketing period for the items of 

produce in which he is interested. During the year PAM has 283 
' Gifferent subscribers, but only about 140 of these subscribe in any 

given month, Although the number of subscribers to PAM has re- 
» mained constant for the last five years the potential market for its 
services is estimated as approximately 1,500 subscribers. 

48. LFM serves the livestock industry providing its subscribers with 
news concerning cash and future prices of meat, feed, and grain; news 
from livestock terminals; trans yortation news; and crop reports 
gathered by LFM reporters. In addition, LFM includes general news 
of interest to the livestock industry from yarious sources. As of April 
>»: 1968 LFM had 297 subscribers, an increase of more than 50 percent 

over 1967 and had increased the number of subscribers to 316 as of 

» August of 1968. The potential market for this service is estimated 
as being at least 1,400 subscribers. 

49. CNS serves subscribers interested in organized commodity ex- 

., changes. The CNS teletype run includes the opening and closing spot 

' and future prices of commodities, market analyses, reports of govern- 

ment regulations affecting various commodities aaa transportation 

news gathered by CNS reporters. In addition, CNS includes specialized 

+ weather reports affecting commodity producing and marketing areas 

and general news from various sources. ‘As of April 1968 CNS had 413 

subscribers, an increase of 93 subscribers over August of 1966 and had 

snereased the nu.aber of subscribers to 423 as of August of 1968. The 

potential market for this service is estimated to be about 1,200 

subscribers. 
50. TNT serves businesses engaged in charter shipping in New 
York and Washington, D.C. TNT disseminates news concerning mari- 


~ 


* LEM stands for livestock, feed and meats. 
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time shipping—largely dealing with ship charters, maritime regula- 
tions. and charter offerings—and news concerning business transac- 
tions which involve a need for a chartered vessel. In addition pertinent 
news from various sources is included in the daily TNT teletype run. 
TNT is the smallest of the four wire services with only 66 subscribers 
in April of 1968. As of September of 1968 it had increased its sub- 
scribers to 75 partly because the Washington market was opened. If 
TNT were to go national, the potential market for this service on the 
three coasts and along the St. Lawrence Seaway is estimated to be 
approximately 175 subscribers. 

51. Private line telegraph networks are used by these services and 
asubstantial portion of their operating budgets is expended for private 
line telegraph service. Except for a total of 534 circuit miles TNT's 
leased lines are intrastate and not affected by this proceeding. In 1967 
private line charges amounted to 57% of PAM’s budget, 62% of CNS’s 
budget. 65.5% of TNT's budget, and 73% of LFM’s budget. All of the 
interstate circuits are priced under press rates and are leased for less 
than full period. The circuits are used by the various news services 
Monday through Friday for the following hours: PAM—6 a.m. to 2 
pm. (eastern) : LFM—7 a.m. to 5:30 p.m. (central) ; CNS—S a.m. to 
4 p.m. (central) : and TNT—S a.m. to 5 p.m. (eastern). The loss of 
press rates would increase the charges for private line communications 
for the four news services from $71,225 to $102,333 per month, T his is 
less than 1% of the total annual operating expenses of Ridder Publica- 
tions and would remain less than 1% if the news services are required 
to pay rates equal to those of other users. 

52. PAM(’s rates to subscribers vary from $112 to $235 per month 
depending on the type of service and the zone in which the subscriber 
is located. The difference in charges for each zone, which runs as 
much as $72 per month, is designed to compensate for wire charge dif- 
ferences. The basic rate for LFM is $201.67 per month, but bulk rates 
are afforded groups which order a number of installations in a given 
area. The basic rate for CNS is $195 per month along established 
routes. If special wire service is required its cost is added to this basic 
rate. The rate for TNT is $75 per month in New York City, but $125 
per month in Washington, D.C. because of the additional wire costs. 

53. It is the belief of Twin Coast and PAM that the foregoing rates 
ave near the maximum that can be charged_and retain subscribers. 


otherwise. 
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54, At present the sales effort for all of these services has been. 
curtaileéd_until the question of future telegraph rates_is clarified. At 
» least until the time of the reopened hearing these services had utilized 


only the aforenoted wire facilities. It_was planned, however, “to get 
A ‘ NS te vas pe AS ME 
knee deep into multiplexing” and preliminary studies indicate that 
there will be “very substantial” reductions in cost if the necessary 
equipment is purchased and amortized. Western Union has been asked 
4 to multiplex “a couple of circuits” and see how it works out and 
| AT&T has been asked for a study on using higher speed lines and 
“things of that sort.” 
55. Fairchild Publications, Inc. (hereinafter Fairchild) is a wholly 
+ owned subsidiary of Capital Cities Broadcasting Corporation. Capital 
| Cities Broadcasting Corporation owns and operates radio and tele- 
* vision broadcast stations. Fairchild owns and operates three daily 
newspapers, four weekly newspapers and one semi-monthly magazine, 
all of which provide specialized business news. Women’s Wear Daily 
,. provides general news of the textile industries, fashion and style in the 
field of women’s and children’s clothing and accessories. Daily News 
» Record provides the same type news in the field of men’s and boys’ 
clothing and fashions and 1s the official publication on bankruptcy 
+» for the U.S, District Court for the Southern District of New York. 
Home Furnishings Daily provides news in the field of household furni- 
ture. furnishings and appliances. The weekly publications are Elec- 
tronic News, Supermarket News, Footwear News and Metalworking 
News each of which provides news in the field indicated by its title. 
Men’s Wear Magazine also indicates by its title the area of interest of 
this publication. Despite increases in the basic subscription price for 
each of these publications except Home Furnishings Daily, circulation 
has increased during the past five years for five, decreased for one 
during the past vear and remained relatively constant for two, the 
latter including Home Furnishings Daily. Total increase in circula- 
tion of the eight publications has been from 304,481 in 1963 to total 
» anticipated of 357,336 for 1968. 
56. Fairchild utilizes six private line teletypewriter and two tele- 
photograph circuits at a total cost of $89,520 per year to interconnect 
Its 30 offices. Repricing of these circuits at the rates paid by non-press 
ysers resulted ie any MNCTeASS OT SILO per annum which sum iS Tess 
than 1/10th of one percent of Fairchild’s operating” budget of 
$26,551,000 for the-year 1967. Net“income of Fairchild ‘Publications, 
Tne. after taxes for 1967 was $1,302,000. If press rates are eliminated 
Fairchild would at that time determine whether to absorb the increase 
or make adjustments by combining circuits, sending more copy by 
mail or other changes, ~~ ; = = 
BT. McGraw-Hill, Inc. is a diversified publishing company with 
five operating divisions three of which engage in the dissemination 
of news through daily, weekly, biweekly, monthly, biannual and an- 
nual publications. It has more than two million subscribers to its 
various publicatic .s. The Book Company Division and the Real Estate 
and General Services Division are not directly involved in the dis- 
semination of news. The Publications Division is directly involved 
in the dissemination of news by means of more than 40 magazines and 
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news letter relating to business, industry and the professions. The 
Information Systems Divisions disseminate news concerned with the 
construction industry through the publications Dodge Reports issued 


daily and its biannual Dodge Construction Outlook. Standard and 
Poor's Division is engaged in the dissemination of news concerning 
financial activities. McGraw-Hill utilizes various types of wire com- 
munications facilities including telephone, TWX, Telex, telegram, 
private line voice, private line telephotograph, private line teletype- 
‘criter, TELPAK C and 48 kHz facsimile. These facilities are pri- 
marily used for “in-house” service. 

38. MeGraw-Hill currently leases nine telegraph circuits at press 
rates at a cost of $13,858 per month. Repricedat_the rates paid by 
non-press users the cost would increase to $14,828 per month, an in- 
crease of $5,640 per year. McGray Till’s gross expenses for 1967 
were $286.479,605. Tts net income after taxes has increased from 
£41,835.164 in 1962 to $28,241,289 in 1967. 

- Total annual costs expended by McGraw-Hill for all domestic 
private line facilities are approximately $480,000 annually with total 
communications costs exceeding three million dollars annually. Mail 
delivery has deteriorated to such a pone that it has been necessary 
for its publication Business Week to be printed at two separate plants 
and it had initially planned to place the typesetting computer in its 
New York headquarters and connect rinters at the other plant by 
broadband private line service. Upon ¢ hecking communications costs, 
however, it was estimated they would have been $135,000 per year. 
As a consequence two computers are utilized with Dataphone 50-a 
switched broadband service between New York and Chicago and pri- 
vate line 48 kHz facsimile between Chicago and Brookfield, Wiscon- 
sin. An additional 20 regional offices are now approaching economic 
justification for a switch from the slower Telex and TWX service to 
private line telegraph service under press rates. If non-press rates 
are adopted for the press it is asserted private line service would not 
become economically justifiable at these offices and accordingety_ the 
dissemination of news by McGraw-Hill would thereby be impaired. 
Tt also seeks revision and enlargement of the presently effective press 
tariffs to include all the aforenoted private line services used by 
McGraw-Hill, i.e. voice, data and broadband channels as an aid to the 
| dissemination of news. 

60. The American Newspaper Publishers Association (hereinafter 
ANPA) is a trade association representing the nation’s newspaper 
publishers. It has a membership of more than 1,000 newspapers which 
have approximately 90% of the total daily newspaper circu- 
lation in the United States. The majority of these newspapers are 
interested in this proceeding primarily as it affects the aforenoted 
ceneral news services UPI and AP and the supplemental news serv- 
ices. The individual newspaper publishers subscribe directly to little 
private line telegraph or telephotograph service, but together with 
the broadcast industry ultimately bear the costs of the news services. 
ANPA’s evidentiary showing included 14 newspapers who utilize a 
total of 34 telegraph circuits which is a duplication of other evidence 
as to seven of these users. It also refused to disclose the name of a 
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pence user among these newspapers. Separate findings of fact 
sased on this presentation accordingly cannot be made and would be 
of little materiality if a competent presentation had been made. ANPA 
thade no survey of use by its Sone of telephotograph service as it 
is used by only one or two members. 

61. American daily newspapers are classed as a manufacturing in- 
dustry and have expanded as rapidly as the total national economy and 
inore rapidly than many, if not most other manufacturing industries 
during the years 1946 to 1967. Using newsprint consumption_as the 
“most accurate” measure of growth, expansion has been 213%.’ This 
erowth has occurred despite the inerease in costs for Tabor; 
and “other goods and services, including ne ce § 

4, Yates, making up operating costs. During these years n 

ployment increased from 248.500 employees in 1947 to 329,600 em- 

ployees in 1963 with continuing increased wage rates. Labor cost in 

1964 was $1.901,091,000 and increased in 1965 to $1.975,304,000, There 

has been 2 continuing increase in the price of newsprint with newsprint 

cost in 1967 totalling $1.260.000,000 which includes a price rise of $2.40 
per ton for six months of that year, Current ; urges to the 

for private line telegraph and telephotograph services Turnished by) 

AT&T and Western Union are approximately $15,000,000 annuanty, a 


figure substantially less than 1% of total operating costs or of dver- 
tising revenues. The total increase from elimination of pr tes of 
approximately $4,300,000 § would not bring either fizure to 1%. More- 
over, approximately $1,776,000 of this sum will be Obriated upon com- 
pletion of the change by UPI and AP to data and voice channels. 
(Paragraphs 11 and 28, supra) Lineage, advertising content and cir- 
culation have increased. In 1946 advertising content averaged 15 pages 
per daily newspaper per day, in 1967 it averaged 32 pages. Editorial 
éontent averaged 12 pages per day in 1946 and 21 pages per day 
in 1967. In 1966 newspaper advertising expenditures were approx- 
imately $4.9 billion representing a 51% increase over a ten-year pe- 
riod. There was a further increase of approximately 2% in 1967 with a 
continuing increase in terms of dollars being projected. Circulation of 
newspapers in 1967 was 21% greater than in 1946, A continuing in- 
crease is projected as long as population continues to increase as the 
decline in multiple newspaper readership “is about over” the average 
per household having reached a figure of 1.06 in 1966. Since 1947 the 
number of newswire services has increased from 20 to 26. There has 
been no increase since 1963 with the services of The Chicago Tribune 
and New York Herald Tribune having ceased operation since that 


year. As evidenced in the foregoing findings of fact, all the supple- 


7 Newsprint consumption “slightly” understates actual growth as efficiency in use of 
newsprint increased during these years through reduction in waste and an increase in 
the number of words printed per ton of newsprint. 
|" &® Some customers would receive a decrease. Of six customers as of October 1. 1967 for 
press telephotograph service three would receive 2 total monthly increase of $18.863. 
\three would receive a total monthly decrease of $3,675 for a net increase of $15,188. Of 
‘the press subscribers using AT&T telegraph service as of October 1. 1967, under a straight 
repricing. 21 would receive a decrease varying from $2 to $43 monthly. 60 would receive 
‘an inerense varying from $81,858 to $2 monthly for a net increase of $246.623. Under the 
AT&T filing of November 1, 1968 the net increase would be $300,721 with only seven 
subscribers having nominal decreases of $2 to $9 monthly. Of the 30 subscribers using 
Western Union telegraph service four would receive a decrease varying from $35.91 to 
$1,016.32 monthly, 26 would receive an increase varying from $32 to $13,101.75 monthly. 
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mental news services appearing herein are subsidiaries or branches 
of press organizations performing functions for those organizations. 
To the extent they are marketed to other users the purchasers help 
defray the costs of the news content thereby made available to the , 
operating newspapers. ; 
62. The number of daily newspapers published in 1947 was 1,756, in 
1967 the total was 1.752. The number of newspapers utilizing none or 
only one news service was 1.160 in 1947 and 1,199 in 19672 The number 
subscribing to two services was 321 in 1947 and 338 in 1967 with the 
number subscribing to three or more declining to 215 in 1967 from 275 
in 1947. On the basis of this two-year compa rative study of the use of 
news services it is asserted that it has been demonstrated that their 
use is “price elastic” i.e. use is responsive to price without regard to 
operating costs and without regard to other factors which are assumed} 
to have remained constant. It is consequently asserted that “despite 
the-tact that the typical newspaper of 1967 was over three times as 
large as it was in 1947, the utilization of news services has not risen 
markedly” and that “rising price is the only explanation . . , to ex- 
plain this occurrence” and accordingly any increase in communications 
costs would cause a reduction in the use of news services. If otherwise 
competent these figures, however, wholly fail to support such a conclu- 
sion. It is self-evident that the difference in the number of newspapers 
using one wire service, even if weighed in the context of a time trend, 
is not the result of newspapers having eliminated one of two services 
as the number of users of two services is also greater. The difference in 
the number of newspapers using two services, if deemed a time trend, 
could arise from the decrease in number using three or more, but ab- 
sent any showing that this is factually correct it becomes pure spec- 
ulation. Further, the differences in numbers shown are inconsequential, 
Moreover, the study is based on only two separated points in time 
rather than on a time trend, fails to weigh the probable effects of the 
increase in broadcast news subscribers, fails to consider the innovation 
of the completely new medium of television during those years, makes 
no differentiation between types of news services, fails to consider the 
expansion in both volume and variety of news provided to subscribers * 
by most of the news services particularly by UPI and AP as reflected 
by the record herein, and gives no consideration to increased editorial 
costs and time required in using additional news service particularly 
by smaller newspapers as shown by the evidence adduced by the 
news services themselves. The assumption that factors other than 
price have remained constant throughout these years is accordingly so 
iinrealistic it renders the entire evidentiary showing in this area in- 
competent to support a conclusion that elimination of press rates 
will in fact affect the widespread dissemination of news. : 
63. ANPA and other press parties advocate a separate press tariff 
applicable to all private line communication services used by the press 


®In 1967 2 total of 23 subscribed to no news service, Of these 17 had circulations of 
less than 6,000, Six had circulations varying from 8.249 to 82.568. Similar ficures are 
not shown for 1947, but the 1967 increase over 1947 is greater than the number sub- 
scribing to no news service, 
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4 which should as a minimum provide for the following conditions of. 

LISie? Cen aaa 
ae 

j. Twenty-four hour leases, one to 30 days per month, for Teletype, Data. 
« Telephoto, Voice, Program and Video Channels. 
2. Prog ively declining charges per circuit for each additional similar 
leased fac ~ 
3. Clock-hour leases. for the exact number of hours needed per day, one to 

30 days per month, for all categoriex of service listed in item one, with charges 
4 reasonably and proportionally related to the 24-hour leases and lower clock- 

hour rates during “off-peak” nighttime hours for all services. 

4.4. Temporary leases for the exact number of hours needed for all categories 
of service listed in item one, with charges reasonably and proportionally related 
> to 24-hour leases. 

5. Leasing of random bandwidth (as opposed to specific services) one to 
30 do per month, which could be sub-divided to suit the subscriber’s particular 
needs with the subscriber's chann¢ ng equipment; or with leased channelizing 
equipment located on the subscriber's premises; or used to meet needs created 
“ by computer technology. 

G. Press sharing of any type of leased communications facilities and ¢co- 
» operative leasing of single cireuits by press subscribers, they to allocate use and 
cost among themselves. 
> | 7. Interconnection rights between AT&T and other commercial companies 
and private communication systems, 


+. 


For these services ANPA and other press parties advocate “favor- 
, rble” press rates, meaning that the press should pay less than the rates 
charged commercial users, but at a level which would compensate the 
carvers for all costs of providing these services. \ figure of at Teast 
20% below those applicable to comme cial users is suggested by one 
> press party. This figure was arbitrarily selected on the basis of it 
being roughly equivalent to the percentage increase in charges as indi- 
~ cated by repricing of its circuits ‘under the commercial rates, 
. OF The National Association of Broadcasters (hereinafter NAB) 
* is an organization of radio and television broadcasters whose member- 
ship as of the time of hearing included 2,163 standard broadcast sta- 
¥ tions, 1,155 FM broadcast stations, 537 television broadcast stations and 
» all the nation-wide radio and television networks. The individual sta- 
tions rely primarily upon the teletypewriter networks of UPI and AP 
‘as general news sources and upon these net works for receipt of an alert 
under the Emergency Broadcast System established for the purpose of 
national defense. Its primary interest in the proceeding is the prospec- 
F tive increase in costs for the services of UPI and AP which would be 
passed on to their subscribers through increased subscription rates. 
NAB concedes that “it is difficult to estimate” the impact elimination 
‘of press rates would have on an individual station, but itis apparent 
¥ that the impact would be to increase the cost of providing news service 
to the individual station. As shown in the foregoing findings of fact 


> through conversion to voice grade circuits by both UPI and AP there 
‘would be little, if any, increase in costs for telegraph grade services 
‘in providing their general news services to the broadcast industry. It 
advocates, however, the extension of the present lower press rates in 
” comparison to other users to all private line services used in news 
+ gathering and news dissemination. NAB asserts that such extension 

“would permit the major news wire services to improve their news serv- 
» ice to broadcasters.” 
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65. It is no less costly to provide private line services.to the press gf 
than to other customers and is probably more costly as the requirements 
of the press are relatively more complicated than those of most. sub- 
scribers. This is equally true for telegraph, teletypewriter, telephoto- 
‘graph and voice grade data services due to a combination of factors. 
Short interexchange channels cost more per mile than longer ones 
and press users make greater use of short sections than most other 
customers. As of October 1, 1967 the average telegraph interexchange 
channel section used for press service was 137 miles long compared to 
237 miles for all services. Press use of multi-point circuits is greater 
than average and, thus, with their shorter interexchange facility sec- 
tions, press circuits are generally more complex than those for other 
customers. Press telegraph circuits average approximately 16 facility 
sections per circuit with the average for all circuits being 5.3. For 
press telephotograph services the average number of stations per 
circuit is 23.8 while other users average 2.1 stations per circuit. A 
voice grade data layout used by one press party has 37 circuit sections 
compared to approximately 5.7 sections in the average multipoint voice 
grade circuit. On this installation the ratio of channel route miles to 
pricing miles is 2.93 to 1 whereas the average ratio for this service is 
2.1 to 1. For this reason press services_require more equipment and 
more maintenance than most other subscribers. In the case of multi- 
point circuits, a practice known as “hubbing” is employed to reduce 
distortion and to permit the rapid isolation of failed circuits. “Hub- 
bine” reduces the number of interexchange circuits in tandem, but 
\ adds to the total circuit mileage. Because of their greater complexity, 
and in order to provide the quality of service which is needed by press 
users, more “hubbing” is required on press circuits than on the circuits 
to other users. 


press rates do not now apply, but for which preferential rates are 
sought by the press parties in this proceeding. Private line telephone 
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7 services are needed by the press for basically the same reasons as other _- 
customers. Voice grade data. channels are provided for such purposes- aa 
» as the development of multiplexed teletypewriter grade channels to 
« permit high speed paper tape transmission of stock market tables and 
delivery of news to remote printing plants. 
68. The same or similiar private line services provided by Western 
Union to press users are also provided to many non-press users. Except 
« for the press, all « . the users of these services pay regular private line 
telegraph tariff rates. The lower rates afforded the press users of pri- 
4 vate line services resulted in revenue losses to Western Union of ap- 
» proximately $215,000 from, “August_1, 1967 through May 31, 1968 wit 
consequent adverse effect on its rate of return. Tf continued Western 
,., Union proposes to « the resulting revenue deficiency by seeking to 
increase present | tes to other users. 2 SP eae eRe 
» 69. On March 15, 1967 a group now known as the American Press _— 
Telecommunications Technical Committee was formed, with repre-7_~ 
sentatives from the press and the common carriers, to explore and 
, evaluate communications technology and to determine ways it can be 
made more useful and more valuable to the press. The Committee has 
conducted a demonstration showing how entire newspaper pages 
can be transmitted over high speed facsimile circuits, undertaken 
a study to find better technical ways to transmit telephotograph 
signals, and has initiated other projects concerning local newspaper 
communication. 
CONCLUSIONS 
' 70. In_this proceeding the press parties basic position is that this 
industry as 2 whole should beable to secure all wire communications 
sprvices utilized in the assembly and distribution of its news product 
at_a lower rate than that paid by other users of these rvices.5 
tory provision, traditional factors and the public interest in the wide- 
spread dissemination of news are_urged in support of this position. 


» The record establishes, and the press parties concede, that costs to the 
carriers are no less for providing these services to the press industry 

than to other users. Moreoxer. the record indicates the probability-wit! 

certain types o service that it is more costly. (Paragraph 65, supra 

The statutory provision relied on is Section 201 (b) of the cones 
cations Act of 1934,sas amended, which provides in pertinent part as 
follows: That communications by wire or radio subject to this Act —~ 
may be classified into day, night, repeated, unrepeated, letter, com--~ 
mercial, press, Government and such other classes as the Commission 
may decide to be just and reasonable, and different charges may be 
made for the different classes of communications:.. . - That the Com- 
mission has statutory authority to specify class rates, however, is not 
here in issue. The.traditional factors. ‘relied on are the continued exist- 
ence over a period of years of special press, rates, preferential mail rates 
for newspapers and preferential Federal tax treatment. Both the stat- 
utory provisions ang traditional factors are “assertedly justified on the 
basis of the national concern for the widespread dissemination of 
news. = 

““1--Special_press communications rates do antedate creation of 

the Federal Communications Commission. In recent years, however, 
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there has been no more dynamic industry from the standpoint of new 
technologies and change than wire and radio communications. The 
instant proceeding is an illustration of the rapidity and effect. of 
such changes. Within the period since inception of this proceeding 
and the time of reopening the record on November 28, 1967 the com- 
munication facilities available for use by the press and the rates ap- 
plicable thereto had changed to such an extent that the record made 
in 1963 had become completely outdated. The major services relied 
on by the press in 1963 are now in the process of virtually complete 
abandonment by the two principal domestic press facilities with the 
economic consideration of extensive savings in wire service costs being 
the spur to conversion to the use of the new technologies and wire 
services now available even though they involve the same payment 
for wire services as those made by all other users. The press, as shown 
by the record, is also now in the process of expanding the use of com- 
puters with consequent further changes in communications need and 
it is probable that within the next five-year period the present record 
will also have become completely outdated.” Advancement from use 
of the hand operated telegraph key and manually operated switch- 
board to the present use of communication satellites and automated 
equipment has occurred in less than the span of a single average life- 
time at a continuously accelerating rate. In the light of these develop- 
ments tradition provides no basis for resolution of the matters in issue. 
‘And the Commission has specifically answered in the negative the 
contentions of the press parties here renewed that this tradition has 
wiven rise to a goverenment policy favoring rate discounts for services 
involving press communications needs. ATAT. and Western Union 
Private Line Cases 34 F.C.C. 245. The concern of the Commission in 
this proceeding is fully expressed in issues A and A(2) and resolution 
of the proceeding must rest on the evidentiary record made relevant 
to whether the application of nonpress rates to this industry would 
impair the widespread dissemination of news, not on asserted tradition 
or policy. 5 
~). From the evidentiary record developed in this proceeding the 
only conclusion that can be reached is that application to press user's 
of the charges, regulations, practices and cla Sifications currently ap- 
paste to non-press us ee line services would not diminish. 
imit or impair the widespread dissemination of news. The scope of 
the cost increases which would come from elimination of the press 
exception has been detailed in the findings of fact. As is also detailed 
in the findings of fact. the actual overall increases which will result 
will be substantially tess than the figures urged by the press parties. 
As shown by the updated récord more than half of the increase shown 
by repricing at commercial rates of the telegraph service leased by 
the press would have been borne by UPI and AP. Upon completion 
of conversion to the use of voice grade circuits the effect of abandon- 
ment of the present special press rates on these two major news 


—_—— 

1 See for example In the Matter of ITT World Communicatione, Inc, et at FCC 68-1011 
released October 14. 1968 authorizing the derivation of up to 34 standard speed (50-baud) 
telegraph channels from voice channels for overseas communications, Also there noted 
is newly developed equipment asserted to have the capability of deriving up to 108 
telegraph channels from a voice channel. 
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services from a cost standpoint would be, to use the term of AP, 
minimized. Interstate services affected by this proceeding are of only 
minor concern to the news wire services of Twin Coast. It, however, 
is also in the midst of assessing the effect multiplexing would have 
on jts total wire costs with these studies indicating a substantial 
reduction. ; 
' 73. In weighing the showing of the su lementi 
participating in the proceeding following remand, all are adjuncts o 
newspaper publishing operations and the publications associated with 
4 each utilize the supplemental services wholly or in part in connection 
» with these publications. <Any increase _in cost of wire service from 
elimination of present press rates for the assembling and distribution 
lof the news products of these services in every instance represents 
in insignificant part of the overall operating costs of the associated 
» companies, Accordingly, any reduction in product would be solely 
the result of management judgment rather than necessity because of 
+ increased wire costs. Moreover, those relying.on subscribers to offset 
in whole or in part the costs of these services have made no studies to 
” ‘determine the effect elimination of press rates would have on their 
_ subscribers. All would seek_to_pass_any_increase_on to ‘their sub- 
icoribers and there is no record evidence that would warrant a 
, conclusion that increases of the magnitude here involved would sub- 
stantially lessen the use of these services. Assuming that all the swire 
‘costs to these services are increased to the figures set forth in the 
‘evidence the total effect on the press industry would be minimal. 
> (See paragraph 61, supra.) 
' 74. The direct_useof private _wi ervices by individual news- 
~ »apers is too limited to be of substantial weight. (See paragraph 60, 
‘xupra.) Effect on the present--use of private line press services_by 
McGraw-Hill would also be minimal. Though it asserts discontinuance 
of press rates <vouTd make contemplated extensions of use of private 
line telegraph service uneconomic, no factual evidence was presented 
» in support of this assertion. Nor does it attempt to relate this assertion 
of economic justification to an increase of near $17,000,000 in net 
income after taxes for 1967 over that for 1962. c 
=5. In view of the foregoing findings fact and conclusions and upon 
consideration of the entire record in this proceeding it is concluded 
~_ thata »plication to the press of the charges, regulations practices and 
classifications currently applicable to non-press_users_of the private 
line services used by the press would not diminish, limit_or_impair 
the widespread dissemination of news in any manner inimicable to 
¥ the public interest. Consequently there is no basis in this record for, 
Sonduding that other users of these services should bear the burden 
+ of increased rates to support lower rates for the press industry. The 
A application of just and reasonable rates to all users of this service 
| Will. therefore. best serve the public interest _as continued application 
of lower rates to the press would be unreasonable within the meaning 
‘ of Section 201(b) and unduly discriminatory within the meaning of 
+! Section 202(a) of the Communications Act of 1934, as amended. 
Accordingly, IT IS ORDERED, That, unless an appeal from thi 
» Initial Decision is taken to the Commission by a party or the Com- 
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mission reviews the Initial Decision on its own motion in accordance y 
with the provisions of Section 1.276 of the Rules, the currently effec- 
tive exception from the private line telegraph and telephotograph 
rates accorded to press users in the Commission’s Memorandum Opin-,§ 
ion and Order, adopted May 27, 1963 (34 F.C.C. 1094) is terminated § 
effective 50 days from the date of public release of this Initial Decision, 
and this proceeding terminated. 


FeperaL Communications CoMMISSION, 


Forest L. McCrennine, Hearing Examiner. 
25 F.C.C. 24 
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F.C.C. 70-884 
BEFORE THE 


FEDERAL COMMUNICATIONS COMMISSION 
Wasuincton, D.C. 20554 


In the Matter of 
American TELEPHONE & TELEGRAPH Co. AND 
Tur Western Unton Tevecraru Co. 
Charges and Classifications for Private Docket No..15094 
Line Telegraph and Private Line Tele- 
hotograph Services Furnished to the 
ress 
ORDER 


(Adopted August 26, 1970; Released August 26, 1970) 


By rue Comission: ComarissioneR Cox Nor partictraTixe; Com- 
MISSIONER JOHNSON DISSENTING. 
+ 41. Ina Decision, FCC 70-252, released April 28, 1970, the Commis- 
sion ordered the currently effective exception accorded to the press 
from the priva‘e line telegraph and telephotograph rates terminated 
‘effective 50 days from the release date of the Decision, or by June 17, 
1970, Subsequently, in response to a Joint Petition for Reconsideration 
‘of the Decision, the Commission_in an Order extended the effective 
date for the new press rates to September 1, 1970. FCC 70-602, re- 
leased June 12, 1970. The Commission now has before it a Petition for 
Modification of that Order, filed on August 13, 1970, by The Copley 
v ‘Press, Inc., Field Enterprises, Inc., and the Los Angeles Times- 
Washington Post News Service (petitioners).* The petition requests 
that the Commission modify the above Order to further extend the 
effective date for the new private line telegraph press rates to 
January 1, 1971. 
_ 2. In support of their request, petitioners state that in its Order 
postponing the effective date of the higher press rates to September 1, 
'1970, the Commission took notice that American Telephone and Tele- 
‘graph Company (AT&T) had under consideration certain tariff re- 
visions which would lessen the barriers to joint use of private lines and 
y would mitigate any hardship which might be caused by termination 
of the special press rates. However, petitioners state, AT&T did not 
‘file the anticipated tariff revisions until July 8, 1970 and that as a 
result the September 1, 1970, date does not provide sufficient. time, 
gepee petitioners’ diligent and continuing efforts, for petitioners to 
evaluate and implement workable joint user arrangements. Therefore, 
as noted, petitioners request that the effective date of the new press 


» 


1 Other pleadings before the Commission are: (a) Opposition, filed August 18, 1970, 
by The Western Union Telegraph Company: (b) a pleading, filed August 18, 1970, setting 


forth the position of the Common Carrier Bureau ; (c) Opposition, filed August 20, 1970, 
by the Bell System. 
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rates be extended to January 1, 1971. Although petitioners concede » 
that the additional time will not be sufficient for full implementation 
of a joint use arrangement, they state that it would allow them to 4 
evaluate the present proposals and to investigate other possibilities. , 
Thus. petitioners assert that a grant of their request will enable them 
to mitigate the impact of the new rates and to avoid substantial and 
irreparable harm. Finally, in the alternative, petitioners ask that if 
the requested extension is not granted, that the Commission stay its 4 
Decision until the Court of Appeals for the District of Columbia has 
passed upon 2 request for a stay pending judicial review of the Com- g 
mission’s Decision.* 

The Petition for Modification is opposed by the Western Union “ 
Telegraph Company, Western Union notes that petitioners have made 
it clear that they will require additional time beyond the requested* 
extension for implementation of any joint user arrangement which 4 
they might adopt. Thus, Western Union contends, the current peti- 
tion is merely 2 prelude to further requests for extension. Western 
Union further argues that the petitioners will not suffer irreparable 
injury merely because they are required to pay the same reasonable 
rates prescribed for all other users. Therefore, Western Union asserts 
that there is no reason to accord petitioners preferential treatment 
while they consider possible realignments in their service requirements. 
Finally, with respect to petitioners’ alternative request for x stay of 
the Commission’s Decision, Western Union argues that petitioners 
have not shown the prerequisites for grant of x stay since they have 
not shown that they will suffer irreparable injury if the stay is not 
ranted or that there is a likelihood of their succes ing in their appeal. 

. The Bell System also opposes tho Petition for Modification. 
Arguing that the petitioners have made no showing that their situa- 
tion would be substantially different after the requested four months’ 
delay, the Bell System contends that further delay in terminating the 
preferential press rates is uny rarranted. 

5. The Common Carrier Bureau neither supports nor opposes the 
Petition for Modification. The Bureau contends, however, that denial 
of the requested extension will not impair petitioners’ ability to dis- 
<eminate the news. although a grant thereof might permit petitioners 
to implement 2 more efficient transition to regular private line rates. 

6. The Petition for Modification will be denied. We cannot permit 
another delay in the implementation of our April 28, 1970, Decision 
terminating the special press private line telegraph and_telephoto- 
graph rates. Therein we held that Western Union and AT&T, which 
here oppose the petitioners’ request for an extension, had realized un- 
reasonably low levels of earnings from private line telegraph and 
telephotograph services under the rate schedules effective prior to the 
Commission’s Decision in the 1963 Private Line Case, 3+ FCC 228, 
1098. ‘These rate schedules, while eliminated for non-press users, are 
the ones currently in effect for the press. Hence, in the absence of a 
———— 


2 Attached to petitioners’ pleading are three affidavits submitted by officers of the 
petitioners. The afidavits set out the efforts which petitioners have made to develop 
n workable joint use arrangement and also renew petitioners’ argument that elimination 
of press rates will cause petitioners frreparable harm. 
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shbstantial showing by petitioners of particularly meritorious circum- 
stances, it would be unfair to the communications common carriers to 
itinue these rates, which do not allow them a reasonable level of 
parnings, in effect any longer. 
7. No such meritorious circumstances have been demonstrated here. 
~In our Decision we concluded that the elimination of the special press 
rates and conditions for private line would not cause the press irrep- 
‘arable harm and would not diminish, limit, or impair the widespread 
dissemination of the news. Although petitioners have attempted to 
4show in affidavits accompanying the petition that elimination of the 
preferential press rates und conditions would result in irreparable 
injury to themselves and to news dissemination to the public, they 
sare in effect seeking to reargue an issue which was resolved against 
them in the earlier proceeding. We are not persuaded that any change 
ain our determination of this basic issue is warranted. 

' 8. The original extension of the effective date of our Decision was 
éranted to afford petitioners an opportunity to effect a transition to 
other private line services in contemplation of the filing by AT&T of 
a tariff permitting petitioners to use jointly voice grade channels 

vhich, it was claimed, would be more economical. That tariff has now 
Deen filed. Although petitioners now contend that they require addi- 

jonal time to evaluate and implement a workable joint user arrange- 
ment, the possibility of additional expense resulting to petitioners 

Jecause of our April 28, 1970, Decision terminating the special press 
rates and conditions cannot justify interminable postponements of the 
implementation of that Decision.’ We conclude that the public inter- 
est requires the denial of petitioners’ request for a further extension 
‘Of the effective date of our Decision. 

9, Finally, as to petitioners’ request for a stay, petitioners have 
not satisfied the Commission’s standard concerning such requests. 
Under Commission precedent. the standard applied to requests for 
stay is twofold: that the petitioner show that failure to grant a stay 
Avill lead to irreparable injury to the public or to its own interests and 
that the petitioner demonstrate a likelihood of success on the merits 

f its appeal to the Court of Appeals. Carter Broadcasting Corp., 12 
FCC 2d 316 (1968): Waterman Broadcasting Corp., 12 FCC 2d 300 
(1968). Petitioners have met neither of these requirements. The volu- 
qminous evidence adduced in the hearings preceding our Decision 
terminating the preferential private line press rates and conditions 

failed to show that termination of such rates and conditions would 
cause petitioners irreparable injury or have an adverse impact on 
the widespread dissemination of the news. And the affidavits attached 
to petitioners’ Petition for Modification also do not make such a 

howing. 

10. The September 1, 1970, date is not as crucial as petitioners con- 
tend. While the new rates go into effect on that date, it is most un- 
Jikely that collection of the charges would be effected before the Court 
Acts on a stay request by petitioners. The additional amount each 
2. 


8 We note that petitioners have stated that the requested extension will not be sufficient 
gg) allow them to fully implement a workable joint user arrangement and that they do 
hot state that they will not seek a further extension. 
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press service was charged can easily be identified and, if such action 

were deemed to be warranted, the Court could either stay collection 

of the increased rates or direct that such sums be placed in a separate > 
fund pending the outcome of the judicial proceeding on the merits» 
On the other hand if we postpone the effective date of our Decision, 
the existing press rates remain applicable and Western Union an 
AT&T will be precluded from receiving a reasonable level of earn- 
ings on such services during that period and they will not be in a+ 
position to recover the amounts lost as a result of the postponement. 

11. Moreover, petitioners have not even attempted to show that 
there is a reasonable likelihood that they will succeed on the merits, 
of their appeal. Since we have determined that the petitioners will 
not be irreparably injured by the increased rates or by a denial of 3. 
postponement pending action by the Court on a stay request, that the 
widespread dissemination of the news will not be adversely affected 
thereby, and that the existing press rates provide the communi- 
cations common carriers with an unreasonably low level of earnings 
from the private line telegraph and telephotograph services furnished_ 
to the press, we do not believe that any further postponement in the’ 
effective date of our Decision is now warranted. 

12, ACCORDINGLY, IT IS ORDERED, That the Petition for 
Modification filed by the Copley Press, Inc., Field Enterprises, Inc., 
and the Los Angeles Times-Washington Post News Service, on Au- 
gust 13, 1970, IS DENIED; and that the alternative request for a 

stay likewise IS DENIED. 
Freperan ComMUNICATIONS COMMISSION, 
Ben F. Warte, Secretary. 
25 F.C.C. 2d 
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Daniel M. Redmond (Dow, Lohnes and Albertson) on behalf of 
Advance News Service; Donald C. Beelar, Aloysius B. McCabe and 
‘Tohn L. Bartlett (Kirkland, Ellis, Hodson, Chaffetz, Masters and 
Rowe) on behalf of American Newspaper Publishers Association, 
‘Associated Press, Copley Press, Inc., McGraw-Hill, Inc., P.A.M. News 

»Corporation and Twin Coast Newspapers, Inc.; James F. Dwyer 
_ (Satterlee, Warfied and Stephens) on behalf of Fairchild Publica- 
*tions, Inc.; Veale M. Albert (Paul, Weiss, Goldberg, Rifkind, Whar- 
ton and Garrison) on behalf of Field Enterprises, Inc. ; Robert D. 
os on (Royall, Koegel and Wells) on behalf of the Los Angeles 
Washington Post News Service; John B. Summers on behalf 
of the National Association of Broadcasters: John R. Baskin (Baker, 
Hostetler and Patterson) on behalf of United Press International, Inc. 
and Scripps-Howard Newspaper J. Hugh Rof,, Jr., Harold S, Levy 
and George E. Ashley on behalf of the Bell System Companies and 
‘American Telephone and Telegraph Company; Ken neth F. Yates and 
+Fohn M. Scorce on behalf of the Western Union Telegraph Company; 
and William M. Lesher and Cecil O. Simpson on behalf of the Com- 
mon Carrier Bureau, Federal Communications Commission. 
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*Conarissioner BARTLEY For THE Comatsston: CoxMisstonEr JOUN- 
» SON DISSENTING AND ISSUING A STATEMENT. 

' 4. Inthe ATT and Western Union Private Line Cases, Final De- 
ecision adopted January 28, 1963, 34 FCC 217, the Commission con- 
‘ducted a comprehensive investigation of the private line rate structure 
contained in the tariffs of the American Telephone and Telegraph 
yCompany and the Western Union Telegraph Company. The Commis- 
sion concluded that substantial changes in rate design were necessary 
yand prescribed specific private line rates for many units of service and 
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authorized rates for others. The general effect of the changes in rates, 
was to increase the cost of private line telegraph and telephotograph 
service. In the final decision, however, we expressed concern that the« 
increase in rates, if applied to the press users of private line services, 
might significantly impair the widespread dissemination of news 
information. 34 FCC at 233. Accordingly, on petition for reconsidera-, 
tion of the final decision, we excepted from our decision the private 
line telegraph and telephotograph services supplied in press? use,, 
thereby permitting the then existing rates for such services to remain 
in effect. Private Line Case, 34 FCC 1094, 1098-1099 (1963). K 

2. By an Order adopted on May 27, 1963 in Docket No. 15094 (FCC 
63-492, 28 Fed. Reg. 5540), the Commission initiated an investigation* 
into the lawfulness of the existing charges for private line telegraph 
and telephotograph services furnished to the press. Following heart 
ings. the Chief of the Common Carrier Bureau released 2 recom- 
mended decision on April 1, 1965 (Mimeo No. 65839), stating that “the 
record indicates that the rates authorized in the ‘Private Line Case’ 
would not have any material adverse effect on the dissemination of the* 
news if applied to press user's “A < 

3. While the Docket No. 15094 proceeding was still before the Com- 
mission, it had occasion to consider the matter in connection with 
petition for special relief by ertain press entities in the Ze/pak Shar- 
ing Case. 9 FCC 2d 147 (1967). Therein we noted that the hearing’ 
record in the Docket No. 15094 proceeding did not include evidence 
concerning material facts and circumstances which had developed* 
since the closing of that record. Accordingly, in an Order, 10 FCC 2d« 
677 (1967), we directed the record to be reopened for the consideration 
of issues specified for the purpose of bringing the record up to date 
The Hearing Examiner was ordered to file a recommended decision, 
which would supersede the one filed earlier by the Chief of the Com-* 
mon Carrier Bureau. After filing his recommended decision, the Ex- 
aminer was to certify the record to the Commission for final decision.¥ 
In a Memorandum Opinion and Order, 11 FCC 2d 689 (1968), thes 
Review Board expanded the scope of the case beyond private line tele- 
graph and telephotograph services, placing in issue the question 
‘vhether there should be special press rates and conditions for other 
private line services. The issues as enlarged by the Review Board 
were as follows: 

A(1). The extent to which the charges, regulations, practices 
and classifications currently applicable to non-press users of the 
private line telegraph and private line telephotograph services 
offered by AT&T and Western Union to non-press users wouldy 
if applied to press users, diminish, limit or impair the widespread 
dissemination of the news. 

‘A(2). The extent to which the currently effective charges, regu- 
lations, practices and classifications for any private line services 

—— 


iThe term “press” as used herein includes press associations, news agencies, 
networks, radio broadcasting stations, newspapers, periodicals, and other publications of 
general circulation which collect, disseminate, or publish general news for the information, 
of the public. The term “general news” includes an account of current event public 
announcements; information relating to finance, science, commerce, religion, civic, or 
other public organizations ; and all like information of general public interest. 
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used by the press including any revisions thereof filed by AT&T 
of Western Union, tend to, or would diminish, limit or impair the 
widespread dissemination of news. 

B. Whether the currently effective charges, regulations, cl 
fications or practices specially applicable to press users of private 
line telegraph and private line telephotograph services are unjust 
or unreasonable within the meaning of Section 201(b) of the Act 
or unduly discriminatory or preferential within the meaning of 
Section 202(2) of the Act. 

C. Whether the Commission should prescribe or authorize a 
specific classification for press users of private line telegraph and 
telephotograph services or other private line services, with differ- 
ent. charges and regulations for such class of users and communi- 
cations, and, if so, what charges and regulations should be 
prescribed or authorized for such classification of users and 
communications. 

' 4, The Hearing Examiner's Initial Decision was released on June 17, 
* 1969. On the basis of the evidentiary record, he concluded that appli- 
y cation to the press of the charges, regulations, practices and Ifica- 

tions currently applicable to other users of private line services would 

not diminish, lir ¢ impair the widespread disseminati Cthe 
news. 21s required by our designation order, the record was certified 


+ to the Commission for final decision. We aeree with the Examines 
ultimate determination and, except as modified herein and m our rul- 

A ingsolrenceptions set fort!: in the Appendix attached hereto. we afirm 

pthe findings of fact and conclusions of law set forth in the Initial 
Decision. 


5. Initially, it should be noted that the Commission pnersaereeat 
Private Line decisions wire certain determinations which are basic 
> to_our_affirmance of e Initial Decision 1u.chis case. These determina- 
tions are as follows; Ca EA GIRERRER PROM APES 
e (ay Both AT&T and Western Union have realized unreason- 
ably low levels of earnings from private line telegraph services; 
and revenues from private line telegraph and_telephotograph 
services furnished lisers, including the press Rees 
Schedules. effective prior to the 1963 Final Decision are inade- 
quate. (These rate schedules, while eliminated for non-press us¢rs, 
remain presently in effect for the press.) 34 FCC at 228, 1098. 

(b) There is no cost justification for the existing or any other 
clock-hour rate differences since there is little, if any, difference 
in the costs of furnishing service during the day or night. 34 FCC 
at 232. 

(c) Private line telegraph channels leased for any part of the 
24-hour day are not useful to provide leased or other services at 
other times. Since, generally, it is neither practical nor economical 
to share an intercity channel facility between separate private line 
leases, the cost of providing contimious service is not substantially 
greater than for minimum period service. 34 FCC at 232, 307. 

(d) There is no substantial difference between the costs of 
furnishing private line service to the press and other customers. 
34 FCC at 370, 1098. 


> 
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(e) Although the Commission is authorized to provide for 
ates, there is no DOnCy: of the Federal Government 
lower private line rates for the press than for 


5 ; hich we here rely, dispose of many * : 
of the pr also demonstrate 
that there are no serv 
lower press rates or pre 

ileges, lower night rates 


ty. 

t\ tS 

j \| requires prefer the eruetal issue 

|) proceeding is w tio to the press of the commercial rates 

{ \and conditions for private vice would cause significant impair- 

J\nent of news dissemination. 
=. In resolving the issues designated in this proceeding, the Hear- 
ing Examiner properly imposed upon the press parties the burden of¢ 
proving that elimination of the current press rates and conditions for 
private tine services would necessitate the curtailment of subscribers’ 
access fo news information or would otherwise impair the widespr ad 
dissemination of the news to an extent inimical to the public interest. 
Section 204 of the Communications Act, upon which the press relies, 
ptaces the burden on the carriers to show that the rates are reasonable. 
but the provision is not applicable to the question under consideration 
in this proceeding. We are not here concerned with the r asonableness 
of the rates since that issue was resolved in the 1963 Final Decision 
supra. The question now. before us is whether the press merits an 
exemption from such rersonable rates. With respect to that issue, the« 
press parties have the burden of affirmatively showing by reliable, 
probative and substantial evidence that the exemption is necessary iny 
order to prevent a significant impairment of news dissemination.*, 
S. In agreement with the Exaininer, we conclude that the press 

parties have not carried their burden. It may be. as the press parties 
assert. that the percentage increases to Some subscribers resulting 
from elimination of the special press rates will be substantial. How- 
ever, percentage figures have decisional weight only to the extent that 
the increases are shown to have an adverse impact upon the sub 
seribers’ access to news information or upon the widespread dissemi- 
nation of the news. Thus an increase is the cost of pencils from one 
cent to five cents is not likely to jeopardize the financial stability off 
a publishing company even though a 400 percent increase is involved. 
Further, the possibility that some subscribers might reduce the num: 
ber of their news services or discontinue the use of any news service 
if rates are increased is not sufficient to justify our disturbing thes 
Examiner's finding. Due to the paucity of probative evidence intro- 
duced by the press, the extent to which curtailment of news service 
is likely to occur cannot be determined and it was incumbent on th 


———— 


2Sce ATET and Weatern Union Private Line Cases, 34 FCC at 283, 
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noi 

of customers if they : to pass t reas 

costs We fiiidno basis for 

On the contr: and pointed 
“ations 


ng evi- 
. _Kor_ex- 
imple, despite i 
risin i] 
and The Los 
experienced increases in the number 
‘prises, Inc. has_suiTered_no joni ficanit 7 er 
ices ne the potential impact upon subscribers to the services of 
AP and UPT he properly accorded decisional significance to the pro- 
ach of these services for conversion from tele- 
will be subdivided into telegraph 


a 
a 


! “40. We also reject the contention of the press that the Examiner 
erred in holding that the fact that each of the supplemental * news 
his proceeding is owned by a much larger cor- 
ant toa determination of whether preferential 

‘anted. As noted by the 


operating a news serv! 

‘occurred from factors other tl 

lines, but the news services have continued to opera 
‘it appears that the parent publishing companies conti 

the supplemental news services, despite operations at a loss in some 
instances. because there are benefits and advantages to the corporate 


2 At the time thix news service was Initiated. the bulk of its subseribers were newspapers 
_ with cirentation of over 100,000, However, as of May. 1968, 2 substantial percentane had 
circulations under 100,000,1nd 25 percent had circulations of less than 25,000, Apparently, 
’ inerenxed charges do not necessarily discourage newspapers with small circulations from 
subecr bing to news services or cause them to cancel their subscriptions, as the press 
parties argue. 
‘The Examiner found that UPI and AP will be able to derive from 18 to 22 telegraph 
channels from a voice grade channel, 
+<-Supplemencaly news services include all news services except Associated Press and 
United Press International. 
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yarent which outweigh any existing disadvantages. We find no suf- 


ficient. record support for the contention of the supplemental news 
ately_1 percent. nl 


at at increase of approxim In the overa 
annual operating expenses. of the parent..corporation..\ 


result from elimination of the. special press rates, even assuuping. that « 


the increase cumno passed. on to-subscribers,, would Si ice to change 


this balance and cause the parent cor oration to eliminate or even « 
drastically curtail its activities. tear ening abd cssemuating the 


nt re 

pews. Furthermore, we are in agreement with the Examiner that the 
supplemental news services “would seek to pass any increase on to 
their subscribers and there 1s no record evidence that would warrant 


4 


a conclusion that increases of the magnitude here involved would , 


substantially lessen the use of these services.” 

11. The press parties also complain that the Examiner failed to, 
make findings with regard to the extension of press rates to private 
line service other than telegraph and telephotograph or with regard to 
specific requests for changes in particular private line regulations.” 
However, there was no need to discuss extensions of the current prefer- 
ential rates since the press had failed to show that these current rates 
were justified. Manifestly, preferential rate treatment would not be 
extended to other private line services when the existing preferences 
were found not to be warranted, As to the allegation that the Ex- 
aminer failed to make findings with regard to requests for changes in 
particular regulations, it is clear that such findings were unnecessary 
in the light of his general conclusion that “application to the press of 
the charges. regulations, practices and classifientions cnrrent ly appli- 
cable to non-press users . - . would not diminish, linit or impair the 
widespread dissemination of news in any manner inimicable (sic) to 
the public interest.” 

12. In sum. we concur in and adopt the Examiner’s conclusion that 
the evidence of record fails to establish that elimination of the current 
preferential press rates and conditions for private line service will 
adversely impair the widespread dissemination of the news. Conse- 
quently. no basis exists for prescribing or authorizing a specific classifi- 
cation for press users of private line telegraph and telephotog 
services or other private line services. 

13. Accordingly, IT IS ORDERED, That the currently effective 


At the orn! argument before the Commission, the following pertinent colloquy occurred 
TIG-1777) = 
ommixxioner Cox, Is there testimony in the record by the Copley people that they 
would. in fact, close down 2 news service as such? I axsume this service is of prime impor- 
tunee to the Copley Ne pers themselves and by providing a news service to other news- 
papers if they can get 2 contribution to the general overhead expense of thix, they are 
reducing the overall xervices for Cop! Sews. 

“Mr. McCang, The service {Cor ‘ews Service] is of great importance to the Copley 
News Papers [The Copley Press, Inc, otherwise, they would not put in a million dollars 
in subsidizing it ax a loss operation for . 

“The testimony ix that the Copley 
eventually it would become self-sustaining ar 
eventuate, steps Will have to be taken. There 

News Service or any of the other supp! 

mples of specific changes ndvoeated by the 
to share leased time and capacity on leased circuits, 
bandwidths as needed instead of being required to lease specific 
specific purpoxer that the press be allowed freely to interconnect chann 
AT&T and Western Union with those of other carriers, that part-time use and clock-hour 
schedules be adopted for telephotograph service: and that special rates. consisting of a 
reduction of approximately 20% be adopted for private line telephone service. 
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éxception from the private line telegraph and telephotograph rates 
4 iccorded to press users in the Commission’s Memorandum Opinion 

and Order, adopted May 27, 1963, 34 FCC 1094, is teminated effective 
4 50 days from the date of public release of this Decision. 

14. IT IS FURTHER ORDERED, That within 30 days after the 
release of this Decision the American Telephone and Telegraph Co. 
yind the Western Uni€n Telegraph Co. shall each file with the Commis- 

sion and print and keep open for public inspection such schedules and 
» changes in schedules as are necessary to implement the findings and 
conclusions in this Decision. 

4 15. ITIS FURTHER ORDERED, That these proceedings in the 
Commission’s Docket. 15094 shall be deemed concluded by the filing of 
the schedules and changes of schedules, as herein directed. ; 

16. IT IS FURTHER ORDERED, That the unopposed motions to 
**orrect the transcript of the oral argument before the Commission filed 
aby American Newspaper Publishers Association, Associated Press, 
Copley Press, McGraw-Hill, Inc., P.A.M. News Corporation, and 
Twin Coast Newspapers, Inc. on January 30, 1970; and by United 
Press International, Inc. and Scripps-Howard Newspapers on Feb- 
Yruary 2, 1970, ARE GRANTED. 


Feperan Communications Commission, 
Ben F. War er, Secretary. 
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APPENDIX 


RULINGS ON EXCEPTIONS OF ADVANCE NEWS SERVICE TO THE INITIAL DECISION 
+ 
Exception No, Ruling 


ee eeetcteeaeeeed Denied. for the reasons stated in pars. 5 and § of this 
decision. 

2-2 Denied for the reasons stated in pars. § and 10 of this 
decision. 


sootrose ee Denicd for the reasons stated in par. § of this decision. 


Rvtincs on Exceptions OF AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION TO 
Ad THE INITIAL DEcISION 


Exception No. Ruling 


—— Denied on the ground that the decisional significance of the 
ruling excepted to has not been shown. The exception does 
not specify any evidence ignored by the Examiner which 
might have affected the outcome of the case. As to burden 
of proof, no error was committed by the Examiner. 

Denied as not decisionally significant. 

Denicd for the reasons stated in par. 10 of this decision. 

Denied, The Examiner considered the material and relevant 
evidence concerning the matters raised by the exceptions, 
agd his findings with respect thereto are supported by the 
record; the additional findings and discussion requested 
are not decisionally significant. 

Denied for the reasons stated in pars. 5, 8, 9, and 10. 

Denied, The program services utilized by the broadcast in- 
dustry are different from the private line services used by 
tke press. Press type services are offered to both the press 
ard the broadcast industry on the same terms. 

cscs Denied. The finding and conclusion of the Examiner are 

supported by the record. In any event, the statements are 
not decisionally significant. 
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Ruling 

Denied for the reasons stated in pars. 5 and 6 of this decision. 

Denicd. The Examiner’s findings are adequately supported 
by the evidence of record. 

Denied. The conclusions of the Examiner are supported by 
the evidence of record and are correct. a 

Denied for the reasons stated in pars. 5, 6, §, and 10 of this 
decision. 

Denied for the reasons stated in pars. S$ and 11 of this 
decision. 

Denied tor the reasons stated in par. 7 of this decision. 

Denicd for the reasons stated in par, 10 of this decision. 


RULINGS ON EXCEPTIONS OF ASSOCIATED PRESS TO THE INITIAL DECISION 
Exception No, Ruling ca 
1 and 2. _ Denied. The Examiner made the relevant and material find- 

ings which are supported by the evidence of record »- 
the additional findings requested are not decisionally 
significant. a} 

Denied nx not decisionally significant. The fact that AP was 
able to expand its newswit ervices under the Telpak A 
rates clearly does not necessitate 2 conclusion t appli- 9 
ention of commercial rates and ynditions for private line 
service to AD’ will decrease news dissemination, Further. in 
view of AD’s conversion to multiplexed data channels the 
elimination of the press tariff will have only a minimal 
effect on the two major news services, AP and United Press 
International. 

Denied. As noted above, elimination of the preferential press 
rates and condjtions will have only a minimal effect on 
AP. While AP’s multiplex conversion program will not 
affect AP's telephotograph operation, the increase in 
communication costs for such programs which elimination 
of the press tariff would cause would be only approxi- 
mately $104,000 per year. This amount when compared to 
‘AP's total expenses is insignificant. See also pars, 5, 6, 8, 
and 11 of this decision. 

Denied for the reasons stated in the decision as 2 whole. 


RULINGS ON Excertions or CorLeY PRESS, Inc. To THE INITIAL Decrston 


Exception No. Ruling 
_. Denied as not of decisional significance and for the reasons 
stated in pars. § and 10 of this decision. 

Denied for the reasons stated in pars. $ and 10 of this 
decision. 

Denied, The Examiner considered the material and relevant 
evidence concerning the matters raised by the exceptions, 
and his findings with respect thereto ure supported by the 
record. To the extent that the requested findings are in- 
consistent therewith they have no sufficient record sup- 
port, and the remaining findings requested are not de- 
cisionally significant. See also pars. 5, 6, 8. and 10 of, 
this decision. 

Denicd. Loss of press rates and conditions for private tele- 
graph service, in view of AP's and UPI's multiplex conver- 
sion programs, will have little effect on the rates chi rged 
subscribers of these two wire services. If the iner for 
telephotograph service were Dp: ssed on by UPI to its sub- 
seribers, the increase would amount to approximately : 
percent of current rates charged by UPI. This increase 1s 
far lower than prior increases mide by UPI in recent 
years because of other increased costs, while UPI's cus- 
tomers were increasing from 3,700 in 1963 to 4,284 in 1968. 

Denied. as not decisionally significant. 
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Exception No. s Ruling 
6--- Denied. The Examiner's findings and conclusions are ade- 
Suately supported by the record: the inconsistent findings 
and conclusions requested have no sufficient record support. 
Denied also for the reasons stated in pa 8, 9, 10, and 12, 
of this decision and in the Ruling on Exception 4. 
Dedied for the reasons stated in the decision as a whole. 


RULINGS ON EXcerrions or McGraw-Hi.1, Inc. TO THE INITIAL DECISION 


Exception No. Ruling 

Denicd tor the reasons stated in pars. 5, 6, and 11 of this 
decision, 

Denied as not of decisional significance. 

Denied for the reasons stated in pars. 8 and 11 of this de- 
@ ion. Further, the Examiner's conclusions are adequately 
supported by the record. 

Lael) eset eerenerereneenenasaro Denied for the reasons stated in this decision as a whole. 


RULINGS Excertions oF P.A.M. News CorPorATION AND TWIN Coast 
NEWSPAPERS, IN ) THE INITIAL DECISION 


y Exception No. Ruling 
1,2, 4, and 5 Denied as not of decisional significance, 

Denied for the reason stated in par. 8 of this decision. Also, 
despite the rate incr s mentioned in the exception, the 
number of CNS subscribers increased from 320 in August 
1966 to 423 in August 1968, 

Denied. In view of the failure of P.A.M. and Twin Coast to 
show that elimination of press rates and conditions would 
adversely affect the widespread dissemination of news, 
ithe exception must be regarded as not of decisional 
significance. 

eee arenes Degicd as contrary to the weight of the evidence and for 
the reasons stated in pars. § and 10 of this decision. 
eter __.-. Denied for the reasons stated in the decision as a whole. 


RULINGS ON EXCEPTIONS OF FAIRCHILD PuRLICATIONS, INC. TO THE INITIAL DECISION 


Exception No. Ruling 
eterno Denied as not decisionally significant and for the reasons 
stated in pars. 5 and 6 of this decision. 


2and 3. Denied for the reasons stated in the decision as a whole. 


Rvuiincs on Exceptions oF Freip ENTERPRISES, INC, TO THE In1TIAL DEcISION 
Exception No, Ruling 
_. Denied as not in compliance with Sec. 1.277 (a) of the Rules. 
Denied as contrary to the weight of the evidence and for the 
reasons stated in pars. 8 and 10 of this decision. 


» RULINGS ON Excerrions or Los ANGELES TIMES/ WASHINGTON Post NEWS SERVICE 
TO THE INITIAL DECISION 


Exception No. Ruling 
, 2, 4, and 6. Denicd as not decisionally significant. 

Denied for the reasons stated in par. 10 of this decision. 

Denicd for the reasons stated in pars. 5, 6, and § of this de- 
cision, and also because the facts which the Examiner 
allegedly erred in not finding are not decisionally 
significant. 

Denied for the reasons stated in pars. S and 9 of this decision. 

Denicd for the reasons stated in pars. 8, ind 10 of this 
decision, and also because the Examiner's finding is 
adequately supported by the record. 

Denicd for the reasons stated in par, § of this decision, and 
also because the exception is without decisional signifi- 
cance. 
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Exception No. Ruling 

EL Otter _--- Denicd for the reasons stated in pars. 8 and 10 of this de- 
cision, and also because the Examiner's conclusions to 
which exception is taken are adequately supported by the 
record. 


Rvuiincs ON ExcepTIoNs OF TUE NATIONAL ASSOCIATION OF BROADCASTERS 
T@ THE INITIAL DECISION 


Exception No. Ruling 
Denied. In view of AP and UPI’s conversion to multiplexed 
data circuits. the elimination of the special press rates 
and conditions would only minimally affect the broadcast & 
industry. 
Denied as not decisionally significant. te 
ception to Denicd for reasons stated in pars, 5 a nd 12 of this decision 
conclusions). and in the Ruling to Exception No. 1, above. H 


RuLincs ON Exceptions oF UNITED Press INTERNATIONAL, INC. AND SCRIPPS- 4 
Howakp NEWSPAPERS TO THE INITIAL DECISION 


Exception No. Ruling 

Denied for the reasons stated in par. 10 of this decision. 

. tes Denied as not decisionally significant in light of the dis- v 
15(b). 16, 2: cussion, findings and conclusions of the Examiner and in 
and 24. this decision. 

Ko aes Denicd for the reasons stated in par. 8 of this decision. 

10 - Denicd for the reasons stated in pars. 5, 6, and 8, Also, the 
amount that UPI's telephotograph rates will be increased 
when press rates and conditions are eliminated is insig- 
nificant when compared with UPI’s total revenues and 
expenses. 

Denied, The Examiner's statement is correct if the increase 
for telephotograph service were passed on to all tele- 
photograph subscribers, Whether UPI would elect this 
course or some other, such as absorbing the increase. is 
a matter of conjecture. However, the Examiner's state- 
ment that if the increase were passed on to all of UPI's 
domestic subscribers the rate increase would be about 
2 percent is correct. 

Denied for the reasons stated in par, 8 of this decision. 


Granted and the finding is corrected necordingly. 

Denied for the reasons stated in par. 9 of this decision, 

(a) to (i)----- Denied, The basic issue in this proceeding is whether appli- 
cation to the press of the commercial private line rates 
and conditions would. or does, significantly impair the 
widespread dissemination of the news. Since the press 
parties have not shown this to be so. the additional dis- 
cussion and findings requested with respect to a desire for 
special provisions and conditions for the press have no 
decisional significance. 

Denied. The Examiner's findings are adequately supported ¥ 
by the record. 

Denied. The findings in par. 66 are clearly relevant and ma- 
terial to Issue C of this proceeding. 

Denied. The Examiner's conclusions are adequately sup- 
ported by the record. 

Denied. The Examiner's conclusion is adequately supported 
by the record. UPI has not shown that the increase in tele- 
photograph charges would significantly impair widespread 
news dissemination. 

Denied for reasons stated in pars. 5, 6, and S of this decision. 

Denicd for the reasons stated in the decision as a whole. 
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e 
Dissentinc Orrnion oF Comsasstoner NicHoias JOHNSON 


This is not an easy case. But it is important. And, I believe, it is 

wrong. 

| It involves special rates, “subsidies” if one prefers, for the use of 
telegraph facilities by the press. 

| T dislike subsidies, as a general rule. The marketplace is a pretty 
effective regulatory tool. Especially when it comes to strictly business 
enterprises, there is nothing wrong with bankruptey—it’s the great 
American way. If demand lags, or a substitute product or service cap- 
tures the market, or somebody can do it cheaper, there is seldom an 
economic rationale for perpetuating an operation that cannot earn its 
own way. t - am 

- But we have taken a little different attitude towards subsidies (or 
socialized enterprises) that serve some overriding social purpose. We 
believe that society generally is benefited by free public school educa- 
tion, by public libraries, by museums and art galleries and national 
yarks. If an economic rationale is necessary for such expenditures, it 
is possible. Our industrialized society is heavily dependent upon an 
educated and informed citizenry and Jabor force. These programs pay 
their wi. (In a way that other subsidies may not, socially or eco- 
nomically : $700 million maritime subsidies, junk mail rates, the 
$200,000 and above average agricultural subsidies paid to the 250 
largest farming units, tax provisions that permit millionaires to pay 
no taxes, etc.) 

' We have long encouraged the “communication” (transportation) of 
hewspapers. magazines and books through special, subsidized mail 
rates. The special press rates now before us are based upon the same 
general philosophy: the entire society benefits from the distribution 
of information between newspapers by newswire: therefore, a reduc- 
tion in rates that may encourage this distribution is desirable, 

England long agé appreciated the importance of special press rates 
to the creation and maintenance of an informed people—and an eco- 
nomic and military empire. Newswire copy could be sent to London 
for one penny per word, from anywhere im the world regardless of 
distance. The result was that, for purposes of information exchange, 
the entire Commonyealth was aati close to England. To the extent 
that power is measured in terms of access to information, London be- 
came one of the most powerful cities in the world. 

It may or may not be the case that such an international olicy 

‘would make sense for the United States today. That is not reall the 
point. The point is that it is tragic for the United States that the Fed- 
eral Communications Commission is seemingly incapable of exercising 
equivalent imagination, creativity and flexibility in understanding the 
implications of its rate-making decisions on the social, economic and 
political face of this nation. 
“In this proceeding the Commission concludes that the wider dis- 
'semination of the news will not be harmed if press communications 
users are forced to give up certain preferential rates they have hereto- 
‘fore enjoyed. 1 dissent to this finding and believe the Commission has 
both misread the evidence in this case and failed fully to develop the 
evidentiary implications of its action. 
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The history of this proceeding has been detailed in the Initial Deci- 
sion and the Commission’s Final Decision and will not be repeated 
here. Suflice it to say that the Yommission has now four times con- 
cluded that the press is not entitled to preferential rates. By its action, 
the Commission eliminates certain types of services and certain lower 
rates. Press users will have to pay regular commercial rates for private 
line telegraph and telephotograph services. ‘The Commission’s con- 
clusion to remove the press rate advantages is premised on the belief 
that no significant adverse consequences will flow from the rate in- 
creases. I disagree with the Commission's final decision in this case 
for several reasons. 

First, the majority suggests that the press parties have not proved , 
that wide-spread distribution of the news will be adversely affected by 
this decision, and thus the Commission’s responsibility to evaluate the 
impact of raising newswire rates has been discharged. I find this un- 
satisfactory. If there are infirmities in the case the press parties made, 
and there is lingering doubt as to the true effect of these rate changes, 
the Commission stat! should have been directed to conduct their own 
analysis of the market. This, I believe, we failed to do. Often the Com- 
mission can and must rely on the abilities of the parties appearing be- 
fore it. But in a matter as important to overall Commission goals in 
communications as assuring that there are no barriers to the free flow 
of news in this nation, I believe the Commission should have done its 
best to insure that 2 full record was made in this case. Such an effort 
would have included the staff presentation of 2 direct analytical case. 

Secondly, I believe that the Commission conclusion that no adverse 
effects will flow from the rise in press rates is wrong, based on the 
record now before us. 

There will be some effect upon the Associated Press and United Press 
International, although I concede that it will not be great. Apparently 
these organizations are now changing over to new services and newer 
technologies which will offset many of the increases. (Transcript, pp. 
1794, 1807.) I am also unconvinced that preferential rates, if they are 
in fact out of line with other private line rates, should be applied to 
services which exist primarily to bring information to businessmen on 
commodity markets, etc., where the direct effect on distribution of 
news through the mass media appears minimal. 

But Lam concerned with the impact that these increases may have 
on so-called supplemental news services—services such as the Copley 
News Service, Chicago Daily News/ Suntimes News Service, and the 
Los Angeles Times-Washington Post News Service. These supple- 
mental news services exist to provide wider distribution of the news 
reporting activities of the participating newspapers. Smaller papers 
can make use of the product of these larger news gathering organiza- 
tions, often paying little more than the marginal cost of distributing the 
printed material to them—the communications costs. There are mil- 
lions of readers of small-town papers around the country who are 
much better informed today because of the availability of these services 
to their newspapers at low cost. It is this dissemination of news which 
may be badly Recnied by the Commission’s decision. Higher com- 
munications costs may often mean that these supplemental services 
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will not be used by present marginal subscribers, and Americans will 
therefore be deprived of information they may well need as informed 
citizens. 

‘The majority suggests that because of the great resources of the 
parent corporations of these supplemental news Services, any increases 
will in fact be de méfimis in the total business operations of the cor- 
porations, will not be passed _on to customers, and therefore will not 
affect. the offer of services. This seems to me a specious argument, 
ignoring the marginal economic analysis which businessmen use in 
determining whether to continue the supply of a particular product 
line. In making such a judgment, the focus must be on the costs and 
revenue of the subsidiary, not the vitality of the corporation as a whole. 
Many supplemental nws services are now operating at losses—making 

+ them prime candidates for elimination in rational profitmaking deter- 
minations by business managers. I believe the Commission ignored this 

* possibility by misreading the way in which business decisions are made. 
In fact, the majority's analysis and predictions suggest the contrary of 
its conclusions. If the great resources of the news service parent cor- 
porations mean that there will be no curtailment of the supplemental 
news services, this must mean that there is very high elasticity in the 
demand for these supplemental services—since the news service man- 
agers are forced to carry them at losses rather than raise the services’ 
prices. 

Finally, the circumstances of this case suggest why the Commission 
should have been particularly careful about the etfect of its decision on 
the supplemental news services. These services exist in competition 
with AP and UPI. which dominate the news-gathering and distribu- 
tion market for natio§al and international news. The effect of this deci- 
sion will raise rates for both AP and UPI as well as the supplemental 
services. AP and UPI will be able to avoid a large measure of these 
increases because of the magnitude of their requirements and the newer, 
low cost technologies becoming available to meet these requirements. 
Supplemental news gprvices will not be able to use these newer tech- 
nologies advantageotsly and will have to bear the full brunt of the 
increases. The new result of this decision will be to enhance the position 
of AP and UPI vis-a-vis the competing supplemental services. 

I do not pretend to know—based on the record before me—the pre- 
cise rate levels that are most appropriate for all the various services 
involved. We do not know as much as we might about the correlation 
between communications costs and usage. Perhaps even greater sub- 
sidies would be warranted for remote, small town papers. The point is 
that the Commission has not given as much attention to these issues as 
I believe warranted. 

i For these reasons, ind my fear that the overall level and degree of 
competition in news gathering and news distribution will probably de- 
cline, I dissent to the Commission’s decision. 
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FEDERAL COMMUNICATIONS COMMISSION 


Wasutxerox, D.C. 20554 


In Re Application of le Xo. BMPCT- 
Ariantic Vipeo Corr. NEWARK, N.J. | Pee MPC 
Extension of Construction Permit | 


MemoranpuM OPrrxion AND Orver 


(Adopted August 95, 1970: Released August 10, 1970) 


By tHE CoMMISSION = 

1. The Commission has before it for consideration: (a) the aetion 
of the Chief, Broadcast Bureau of January 21, 1969, dismissing the 
application (BMPCT-6451) of Atlantic Video Corporation (Atlan- 
tic) for an extension of time within which to complete construction of 
television broadcast. station WRTV, channel 58, Asbury Park, New 
Jersey, cancelling the construction permit and deleting the call sign: 
(b) the Commission's action of July 23, 1969, denying a petition for 
partial reconsideration filed by Atlantic requesting the retention of the 
call sien “WRTV™: and (¢) 2& petition for reconsideration and a mo- 
tion for stay of the Commission's July 25, 1969, action. 

2. The Chief of the Broadcast Bureau dismissed the above-captioned 
extension application because it was determined that within the mean- 
ing of section 1.518 of the rules, that application was inconsistent with 
‘Atlantic's application for modification (BMPCT-6282) proposing 
operation on channel 68, Newark, New Jersey.’ On February 20, 1969, 
‘Atlantic filed a petition for partial reconsideration of the Broadcast 
Bureau's action with respect to deletion of the call sign SWRTV”, and 
requested that the call sign be reserved until the Commission awarded 
n construction permit for channel 68, Newark. On July 23, 1969, the 
Commission denied Atlantic's petition for partial reconsideration find- 
ing that Atlantic had not shown good cause for a waiver of section 
1.550(b) (1) of the rules. ‘Atlantic now files this petition for recon- 
sideration and motion for stay of that July 23, 1969, action and con- 
tends that it should be entitled to reserve the call sign since its 
application (BMPCT-6282) should not have been considered as an 
application for a new television station, that a grant of its petition 
would help foster UHF development, and that the call sign “WRTV™ 
should be reserved pending the Commission's final disposition of the 
petition for reconsideration or a final decision by the Court of Ap- 
peals,* whichever occurs later. 

— 


1 Atinntic’s modification application for channel 68, Newark, was designated for a 
comparative hearing with two other mutually exclusive applications, 16 FCC 2d 410 (1969). 

2 Section 1.550(b) (1) of the rules states that no request for call signs shall be made 
by an applicant for a new station until after the Commission has granted the construction 
permit for that station. ; 


2 Atlantic appealed both the Commission's actions of January 21, and July 23, 1969, & 


Atlantic Video v. FCC, No. 23.410, ‘Atlantic Video v. FCC and U.S.A., No. 23.411. 
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United States Court of Appeals 


FOR THE DISTRICT OF COLUMBIA CIRCUIT 


No. 24,395 


THE COPLEY PRESS, INC., 
FIELD ENTERPRISES, INC., and 
LOS ANGELES TIMES-WASHINGTON POST NEWS SERVICE, 
Petitioners, 


Vv. 


_ FEDERAL COMMUNICATIONS COMMISSION and 
United States Court of Appeals UNITED STATES OF AMERICA, 


a 
icr the Dist a Circuit 


Respondents. 
AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, 
AMERICAN TELEPHONE AND TELEGRAPH COMPANY, 
THE ASSOCIATED PRESS, UNITED PRESS INTERNATIONAL, and 
THE WESTERN UNION TELEGRAPH COMPANY, 


Intervenors. 


On Petition for Review of a Decision and Order 
of the Federal Communications Commission 


GERALD D. STERN DONALD C. BEELAR 
NEALE M. ALBERT ALOYSIUS B. McCABE 
JOHN L. BARTLETT 
STEPHEN A. HERMAN 


Attorneys for The Copley Press, Inc. 


Attorneys for Field Enterprises, Inc. 


ROBERT D. LARSEN 
Attorney for Los Angeles Times- 
Washington Post News Service 
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FEDERAL COMMUNICaTIONS COMMISSION FCC 63-492 
Washington 25, D.C. 3 35765 | 


In the Matter of 
| AMSRICAN TE EPHONE & TELEGRAPH COMPANY 


and 


TH WESTERN UNION TELEGRAPH COMPANY Docket No. 15094 ~~ 
Charges and Classifications for 
Private Line Telegraph and Private 
‘Line Telephotograph Services Furnished 
to the Press. 


Sw Sw ees Oe ee’ 


At a session of the Federal Communications Commission held 
at its offices in Washington, D. C.,on the 27th day of May, 1963; 
’ | 
The Commission having under consideration the record in 
Docket Nos. 11645 and 11646 end particulerly its Memorandum Opinion and 
Order therein adopted this date; and 
| 
IT APPEARING, That the Commission was unable to determine in 
' the above-mentioned proceeding the extent to which the rates for private 
line telegraph and telephotograph services authorized and prescribed for 
' users other than press would, if applied to press users, impair the 
widespread dissemination of news; 


IT IS ORDERED, That pursuant to sections 201, 202, 205, and 
' 403 of the Communications Act of 1934, as amended, an investigation is 
' hereby instituted into the lawfulness of the existing rates for private 
' line telegraph and private line telephotograph services furnished to | 
' the press1/contained jn Tariffs F.C.C. Nos. 140 and 208 of the American 
' Telephone and Telegraph Company and Tariff F.C.C. No. 237 of The 
Western Union Telegraph Company; 


IT IS FURTHER ORDERED, That the investigation shall be limited 
to the following issues: 


p/ See paragraph 11 of the above-described Memorandum Opinion and Order 
of this date. 
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1. ‘ne extent to which the rates for private line telegraph 
andtprivate line telephotograph services prescribed in our 
decision in Docket Nos. 11645 and 11646 for users other ; 
than press users would, if applied to press users, impair 
the widespread dissemination of news; 
2. Whether, in the light of the evidence adduced on the 
foregoing issue, the rates presently applicable to press 
users of the above-mentioned services are just and 
reasonable within the meaning of Section 201(b) of the 
Com unications Act of 1934, as amended, or whether they 
are unjustly discriminatory or unduly preferential or 
advantageous within the meaning of Section 202(a) of such 
Act; 


3. Whether in the light of our determinations on issues 1 
and 2 the Commission should prescribe minimum or maximum 
or minimum and maximum rates to be applied to press users 
of the above-mentioned services and, if so, what rates 
should be prescribed; 


IT IS FURTHER ORDERED, That a hearing be held in this proceeding 
at the Commission's offices in Washington, D. C., ata time to be 
specified; and that the examiner to be designated to preside at the 
hearing shall certify the record, without preparation of an initial or 
recommended decision, and the Chief of the Common Carrier Bureau shall 
thereafter issue a recommended decision which shall be subject to the 
submitted of exceptions and requests for oral argument as provided at 
47 CFR e153 and 1.154 after which the Commission will issue its decision 
as provided at 47 CFR 1.157; 


IT IS FURTHER ORDERED, That American Telephone and Telegraph 
Company and The Western Union Telegraph Company and all carriers 
concurring in the above-mentioned tariff schedules are made parties 
respondent hereto, and that any press user of the services under investi- 
gation shall have leave to intervene herein upon filing of notice of 
intentign to appear and participate within 20 days of the release date 
of this Order. 


FEDERAL COMMUNICATIONS COMMISSION 


Ben F. Waple 
Acting Secretary 


Released: May 31, 1963 
i 
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RECOMMENDED DECISION oF THE 
CHIEF, CCQsn.0.. CARRIER BUREAU 


APPEARANCES 


Kelley E. risrith, for American Newspaper Publishers Association a abe\ela 
The Associasca Press, Copley Press, Inc., Chicago Eribune-iiew York News 
Syndicate, Inc.; John'R. Baskin, for United Press International, Inc., 
United Feature Syndicate, Inc., and Scripps-Howard Newspapers ; Jonn_ B. 
Jaton, for Gannett News érvice, Inc., and Advance News Service, inc.; 
Dourlas A. {mello, and Robert Vs Cahill, for National Association of 
Broadcasters; srnest’D. North, Georne By Ashley, Neil N. Bernstein, and 
roy, dr., ror Bell System Companies; Jonn H.' Waters , and Wil- 
liam nends, Dor The Western Union Telegraph Company; Alexander Heameyer, 
and Neale .“Albert, for Field Enterprises, Inc. and New York Here. id 
Sripune, Inc.; John £. Powell, for McGraw-Hill Publishing Company, Inc.; 
jam P. Rogers, Roger A. Clark, ang Williem’R. Glendon, for Los Angeles 
Pimes and washington Post News Service; Giloert*Lessenco, and Marshall’ Cole, 
for Triangle Publications, Inc.; Harvey“L. Lipton, ror The Hearst Corpora- 
tion, Heurst Consolidated Publications, Inc. and Hearst Publishing Con- 
pany, Inc.; William M. Lesher, and Joan M. Lotnschuetz, for the Common 
Carrier Bureau, Federal Communications Commission. | 


HISTORY OF PROCEEDING 


i 
SLL Sommission, on January 30, 1963, released its Final Decision in 
the "Private Line Case," Docket Nos. 11645 and 11646, FCC 63-66, 34 F.C.C. 
217. In this decision the Commission prescribed or authorized various 
charges for private line telegraph, telephone, and telephotograph serv- 
ices. Ox March 1, 1963, five parties to the proceeding filed requests for 
reconsideration of the Final Decision. In addition, three requests wer 
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¥Witharey as counsel of Record on February 18, 1965. 
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riled asking that the Commission stay or postpone the effectiveness of 
its Finel Decision until it acted upon the requests for reconsideration. 
Tne Comission, in Order FCC 63-231, released March 13, 1963, granted 


these requests for a stay order. 


2. By Metorandum Opinion and Order, FCC 63-491, adopted May 27, 1963, 
released May 29, 1963, the Commission denied all the requests for recon- 
sideration of its Final Decision except that it granted the petitions 

of the American Newspaper Publishers Association, Inc. (ANPA), and 
United Press International, Inc. (UPI), insofar as they requested that 
the rate prescriptions in the decision for private line telegraph or 
private line telephotograph not be made applicable to the press. 


3. Simultaneously, with the adoption of FCC 63-491, the Coumission 
adopted FCC 63-492, released May 31, 1963, (28 F.R. 5540) in which it 
ordereé antinvestigation, pursuant to sections 201, 202, 205 and 403 

or the Comfunications Act of 1934, into the lawfulness of the existing 
charges for private line telegraph end private line telephotograph 
services applicable to the press. These charges are contained in Ameri- 
cen Telephone and Telegraph Company Tariff F.C.C. Nos. 140 and 208, and 
The Westemh Union Telegraph Company Tariff F.C.C. No. 237. The Commis- 
sion in itp Order FCC 63-492 directed the Presiding Examiner to certify 
the record, without preparation of an initial or recommended decision, 
and the Cifief, Common Carrier Bureau, was directed to issue a recommended 
decision which would be subject to exceptions and requests for oral argu- 
ment as pypvided at 47 CER 1.276 and 1.277 (formerly 47 CFR 1.153 and 


1.154). 


hk. The Arferican Telephone and Telegraph Company (A.2.82.) and The 
Western Urrion Telegraph Company (Western Union) and all carriers con- 
curring in the aforementioned tariffs were made parties respondent. 
Numerous press users of the private line services under investigation 
Sled notices of their intention to appear as directed in the order of 
investigation 1/ . The Review Board of the Commission granted the peti- 


tions for leave to intervene of ANPA and The National Association of 


ry 
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i7 The Associated Press, United Press International, Inc., The Wash- 
ington Post Company-The ‘Times Mirror Company, United Feature Syndicate, 
Inc., ThegChicago Tribune-New York News Syndicate, Inc., Copley Press, 
Inc., Advance News Service, Inc., Gannett News Service, The Hearst 
Corporation, Hearst Consolidated Publications, Inc., Hearst Publishing 
Company, fnc., Scripps-Howard Newspapers , North American Newspaper Al- 
liance, Ihe., Field Enterprises, Inc., and the New York Herald Tribune. 
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Broadcasters (NAB) (FCC 63R-347, released July 22, 1963); McGraw-Hill 
Publishins Company, Inc. (McGraw-Hill) ee 63-431, released September 19, 
1903), and Triangle Publications, Inc. Triangle) (FCC 63R-454,) released 
October 1, 1963). | 
5. Pursuant to notice published at 28 F.R. 5734 a prehearing conference 
in the sudject investigation was held on June al, 1963. The Notice of 
Public Hearing wes published at 28 F.R. 6890 and hearings were held on 
July 30, September 9, 10, 11, 12, and 25, 1963. Examiner Forest L. 
MeClenning presided at these hearings. 


6. The following parties, as a group, filed proposed findings of fact 
and conclusions: Advance News Service, Inc., ANPA, The Associated Press, 
Chicago Tribune-New York News Syndicate, Inc., Copley Press, Inc., Field 
Enterprises, Inc., Gannett News Service, Inc., McGraw-Hill Publishing 
Company, Inc., New York Herald Tribune, Inc., The Times Mirror Company, 
Triangle Publications, Inc., and The Washington Post Company submitted 
jointly their proposed findings and conclusions. UPI, United’ Feature 
Syndicate, Inc. and Scripps-Howard Newspapers filed as a group [their 
proposed findings and conclusions. A joint brief was submitted on 
behalf of Field Enterprises, Inc. and the New York Herald Tribune, inc. ; 
howevery these latter parties join in the proposed findings of fact 
and conglusions of law submitted by Advance News Service, et al. Ameri- 
can Telephone and Telegraph Company and the associated Bell System 
companies and The Western Union Telegraph Company submitted proposed 
findings of fact and conclusions. 
| 
| 
7. The Commission in Order FCC 63-492 set forth three issues to be 
resolved in this proceeding. On June 19, 1963, UPI filed a motion 
reauesting the Commission to clarify or enlarge these issues. (In brief, 
UPI requested that the question of the reasonableness of the charges 
prescribed in the "Private Line Case" be expanded to include the reasonable- 
ness of the classification, regulations, and practices applicable to such 
charges. 

| 
&. The Review Board in its Order FCC 63R-412 (28 F.R. 9887) denied UPI's 
motion in all respects, except for minor technical amendments to issues 
land 2. The issues specified vy the Commission as modified by the Review 


+ 


Board are: 


THE ISSUES 


A. The extent to which the rates for private line telegraph 
and private line telephotograph services prescribed and author- 
ized in the decision in Dockets 11645 and 11646 for users other 
than press users would, if applied to press users, impair the 

| 
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widesprefid dissemination of news; 


B. Whether, in the lignt of the evidence adduced on the 
foregoing issue, the rates applicable to press users of 
the above-mentioned services are just and reasonable with- 
in the mpaning of section 201(b) of the Communications Act 
of 1934,f0r whether they are unjustly discriminatory or 
unduly preferential or advantageous or unduly prejudicial 
or disadvantageous within the meaning of section 202(a) of 
such Act; 


e 
C. Whether in the light of the determinations on issues 
1 and 2 ‘the Commission should prescribe minimum or maximum 
or mininim and maximum rates to be applied to press users 
of the aoove-mentioned services and, if so, what rates should 
be prescribed. 


9. The only factual issué in this proceeding is issue 1, namely, 
whether or not the rates prescribed for private line services, nine 
applied to {he press, will impair the widespread dissemination of 
news. Issues 2 and 3 must be resolved in the light of the Commis- 
sion's dete#mination as to whether or not the prescribed or authorized 
charges in the "Private Line Case" will, if applied to the press, in- 
pair the widespread dissemination of news. 


+ DESCRIPTION AND POSITION OF PARTIES 


10. The parties to this proceeding may be classified as: (1) common 
carriers providing private line telegraph and telepnotograph services, 
and (2) the*press users of such private line services. The press, in 
tum, may de subdivided into: (1) "newspapers" whose primary business 
activity is, the puolication and distribution of daily newspapers, (2) 
"pational news services" whose primary business activity is the gather- 
ing, preparing, and distributing of news, news reports, features, photo- 
graphs, andl other news material to newspapers, periodicals, radio and 
television networks and stations, and other organizations engaged in 
the distribution and dissemination of news, (3) "supplemental news serv- 
ices" whose, primary business activity is tne preparation of reports con- 
taining interpretations and analyses of news dispatches which are dis- 
tributed to newspapers and other communication media engaged in the 
distribution and dissemination of news, and (4) "publishers" whose primary 
business activity is the publication of magazines, newspapers, and the 
news letters containing news and information relative to a specific 
business or industry or to some technical aspects of the economy. 


11. The press, in general, takes the position that the charges pre- 
scribed and authorized in the "Private Line Case" would, if applied 
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to the press, impose drastic increases in rates upon press user 
private line telegraph and private line telephotograph services) 
would result in a very substantial impairment in the widespread| 
semination of news, contrary to the public interest. The press! 
tends that: (1) newspapers are in the most severe "cost squeez 
their history, brought on by constantly mounting costs and increased 
competition from other news disseminating media, (2) an increase in 
communication costs as & result of the Commission's decision in the 
"private Line Case" would require newspapers to cut ba staffs, 
facilities, and news services, and in some cases possibly to eliminate 
certain news services, (3) in the event newspapers are required to cut 
pack thqir staffs, facilities, and news services, or eliminate ‘certain 
news services, there would be & curtailment of some forms of news col- 
lection and dissemination by certain newspapers and @ reduction in the 
quality of information and news disseminated to the reading public, and 
(4) there would be 6 reduction in the number of news services which would 
concentrate the flow of news and information into a few larger|news serv~ 
ices, contrary to the principles of diversity and variety which have 
characterized the operation of the American press. The press urges the 
Commission to retain the rates in effect prior to the decision in the 


"prgvate Line Case." | 


12. The’ common carrier parties +o this proceeding oppose the establish- 
ment of preferential rates for the press, and argue that (1) the Commis~ 
sion's findings in the "private Line Case" do not warrant preferential 
press rates even if the evidence 4ntroduced by the press users 1a this 
proceeding shows financial hardship on such users, and (2) the press 
users have failed to prove in this proceeding that the prescribed and 
authorized charges in the "private Line Case" would have any significant 
impact on the dissemination of news. 


PRIVATE LINE SERVICES UTILIZED BY THE PRESS | 


13. In general, private line services consist of the furnishing py A.T-&. 
and Western Union of communication channels with or without associated 
operating equipment, at monthly rates, for the transmission of communica- 
tions of the customer or authorized user between two or more offices or 
Locations specified by the customer. These channels are set aside for 
the customer's exclusive use on & continuing basis. Press usiers in this 
proceeding are primarily concerned with two basic private line services: 
(1) telegraph services, which consist of "teletypewriter service" pro- 
vided by A.T.&f. and "teleprinter service" provided by Western Union 

and (2) “Zelephotograph" provided py A.T.&f. or "Racsimile"” provided 

by Western Union, each of which service is provided by means iof telephone 
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grade channels especially adapted for the transmission of picture 
material. 


14. As previously noted, the Commission excepted the press from the rate 
prescriptians ordered in'its Private Line decision pending the disposi- 
tion of this proceeding. 2/ The carriers filed revised tariff schedules 
applicable to press users which continued in effect the same charges , 
clessifications, practices, and regulations as were in effect prior to 
the Privat Line decision. These rates vary with distance, the period 
éuring whigh service is furnished, and the transmission capacity. Such 
rates also depend upon the number of hours, the time of the day, and the 
number of days of the week service is furnished. 


FINDINGS OF FACT 


15. This proceeding was instituted by the Commission because of the 
representations of the press that the rates prescribed and authorized 
by the Comaission in the "Private Line Case" would, if applied to the 
press, sudstantially impair the widespread dissemination of news to the 
public. The principal factual data necessary to prove or disprove the 
validity of this representation are peculiarly within the knowledge and 
possession of the press entities. The press entities, in support of their 
representations, rely upon the written and oral testimony of twenty-one 
witnesses representing various newspapers , national news services, sup- 
plemental hews services and publishers. Their testimony consisted largely 
of conclusionary statements unsupported by basic factual data. Although 
more speciyic factual data and material would have been helpful, never 
the less, certain findings can be made and conclusions can be drawn from 
this testikony. The common carrier parties did not present a direct 
ease in subport of their position that the prescribed rates would not 
impair the’ widespread @issemination of news. They contend that the 
press use + had the burden of demonstrating that the prescribed rates 
would impafr the dissemination of news and that they have failed to 
sustain that burden. 

e 
16. The wiftinate impact of the increased rates on newspapers is the "key" 
to the redolution of the issue as to whether such rates will impair the 
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2/"The United States Court of Appeals, Seventh Circuit, in Wilson and Co., 
Inc-, et al. v. Federal Communications Commission, etal. Case - No. 14269 
granted ar interlocutory injunction staying the effectiveness of the rates 
prescribed in the "Private Line Case," pending disposition of a Petition to 
Review. Qn September 17, 1964, the Court issued its decree in which it 
affirmed the Commission's decision and denied the Petition for Review. In 
she "Private Line Case," the Commission prescribed rates for all telegraph 
ana telephone grade private line services. In this case there were some 
increases#ané some reductions within each of the two grades of services, 
the net ebfect for telephone grade services was & reduction in rates while 
the net effect for telegraph grade services was an increase in rates. 
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widespread dissemination of news. This is apparent u 
the structure of the newspaper industry. UPI end AP are the principal 
suppliers and purveyors of national, international egional news 
to newspapers and oroadcasting stations in the Uni | 
all newspapers subscribe to the news services of ei 
both. In addition, many newspapers subscribe to the se 
or more supplemental news services. The newspapers in 
the news received from the above sources to the puolic. 


17. UPI and AP and the supplemental news services are the primary us 
of the private line facilities of A.T.&1. and Western Union. Re 
y, they will generally sustain initially the higher costs due to the 
increased rates. wae & news services may in turn decide to (1)] absoro 
such costs, or (2) pass all or a portion of such costs on to suoscribd- 
ing newspapers in cHele form of higher subscription charges. It was now 
Ecseane to elicit definitive responses from the witnesses for the news 
ervices which course of action they would follow. Nevertheless , to 
SEIS both possibilities we have analyzed the evicence or record, first, 
on the assumption that all or part of the increase would be passed on 
+o subscribing newspapers, ane second, on the assumption the increase 
would be absorbed by the national news services. 


National News Services: 


18. United Press Internationel, Inc. (UPI) and The Associated) Press (AP) 
are the two principal news agencies in the United States They are the 
only two news services which provide full ccverage of w rld-wide events. 
UPI is a corporation organized for profit. It is a wnolly- ~owhed sub- 
sidiary of the E. W. Scripps Company. UPI is engaged in the business 

of gathering, preparing and distributing news, news reports features 
photographs, pictures ae other news material to approxin ately 6 7900 
newspapers, periodicals, radio and televisior. networks and stations 

and other organizations engaged in the distribution anda dissemination 

of news throughout the United States and in foreign count ries. 
3,700 of the subscribers to its services are Located within tk 
States, and of these, about 2,600 are radio and television o 


19. The present charges to UPI ror privete line services furnished both 
py A.T.&2. and Western Union amount to Re $4 millilon per year. 
The rates vrescribed by the Commission in the "Private Line Case" would 
increase UPI's charges by approximately $627 , 000 ean oz 213. 6% 
inereese over present charges. AP, on the other hand, is a gooperative, 
nonprofit , membership organization of more than 1,200 newspapers and 2,200 
broadcasting stations. As in the case of UPI, it is engaged in the pusi- 
ness of collecting and disseminating news, which is ultimately distributed 
to newspapers and broadcasting stations. AP could not provid ie any infor- 


mation as to the impact the increased rates would have on its regular or 
| 
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sic services. In fact, the witness for AP candidly admitted thet he 
3é@ not know what effect the prescribed rates would have on its opera- 


20. AP and UPI provided limited information which reflects the magnitude 
of their overall operations. AP's annual budget was approximately 42 or 
43 million dollars, and its wire costs (A-T.&2. and Western Union charges ) 
amounted to approximately 5 million dollars a year. UPI's global cost 
of operation in 1962 was approximately $40 million, and its domestic 
costs would be increased approximately 2% if the increased rates were 
mace applicable to the press. With respect to its global costs, the 
percentage increase would be even less, or approximately 1.6% of such 
costs. In 1958 UPI increased its subscription charges by 9.2%, in 1960 
oy 8.9% and 1962 by 6%. A UPI witness testified that, during this 1958- 
1962 period, “there has been a steady growth, a steady growth" in the 
nurber of UPI subscribers and a "steady growth" in its total revenues. 


21. Both AP and UPI assert that the prescribed rates would have the 
greatest impact upon the so-called special and telephoto services, 
waich are provided by these companies in addition to their primary news 
services. This impact is lergely due to the prescription of line charges 
based upon continuous use, ol hours a day, seven days & week, in lieu of 
the presently effective minimum usage period of 8 hours, 1 day per week, 
she abolition of the clock’ hour schedule, supplemental service, and in- 
creases in channel termination and local channel charges. Tne most com- 
mon special service provided by UPI and AP is coverage of minor league 
baseball games, high school football games, distribution of features, 
special colums, stock exchange reports and other services where extra 
private line facilities are needed for a few hours a day Oo! - With 
respect to such special services, UPI states that the prescribed rates 
will increase wire costs for its financial circuit from a present monthly 
charge of $9,729 to a new monthly charge of $20,587 or a percentage in- 
crease of 111.6%. For other special circuits the monthly charge would 
be increasea from $5,921 to $20,939 or a percentage increase of 254%. 
total m reuits, including its basic news, 
io circuits, would be increased 
to $432,345 or a 13.9% increase. 
re its wire costs for special services would 
el circuit established for coverage 
he f this facility is 
$247.50 monthly. Under th a be $746.30 
monthly, an increase of 201.5%. 
coverage of Texas Baseball League where present 
monthly and the prescribed rates would increase such costs to $558.70 
monthly, an increase of 200%. AP did not present any evidence as to 
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the total impact of the prescribed rates on its total monthly charge 
for all circuits that it leases from the carriers. 


22. UPI and AP contend that the proposed rate increases are of such 
magnitude that they will have to adopt drastic measures to increase 
revenues from their subscribers to the extent possidle, and 4% the 
same time to reduce costs by curtailing their operations and jretrench- 
ing in every possible way. They predict that if the inecreasdd costs 
are passed on to subscribers it will result in significant cancellations 
of service by affected papers. In order to avoid a serious loss of 
subscribers, the national news services contend that they may be required 
to absoro much of the increased costs. In this regard they assert that 
because of their financial position they cannot absorb such dosts with- 
out a complete reorganization of their communications systems which 
may take years to work out, and in the meantime their sexvicés would 
be seriously disrupted and impaired. | 
23. Assuming the increased rates are passed along to newspaper sud- 
seribers, the only conerete evidence as to the dollar amounss involved 
in such event is the testimony of UPI's witness that the pr eseribed 
rates in the "Private Line Case" would cause an increase in UPI's costs 
of $627,656 annually. Since this company has in excess of 6,000 sub- 
scribers, the effect of the increase if it were to be passed along 
would average about $104 per subscriber annually, or less than S9 per 
month. As indicated above such increases would amount to agus 1. 6% 
of total costs or even a smaller percentage of charges since the latter 
includes an element of profit. However, as we have seen, bev tween 1958 
and 1962 the company increased its subscription charges an aggregate of 
26%, and notwithstanding these increases during this period there was 
a steady growth in customers. Thus, the higher charges referred to 
cover the total increase in costs due to the Private Line deci sion would 
be only a small fraction of that which UPI has deen able to make in the 
past four years and still enjoy a steady growth. It would therefore 
appear that even if UPI does not absorb any of the increased |costs, there 
will be little, if any, diminution in the number of press entities re- 
ceiving the news services of UPI. To the extent that any part of the 
cost is absorbed, of course, there will be even less chance of such 
diminution. Our conclusion in this regard is fortified by tite evidence 
and testimony presented by the newspaper industry and the oe ES 
news services, which is discussed in detail below. 
| 

24. As previously stated, AP did not know whet effect vn rates would 
have on its operations. What evidence there is indicates that the 

magnitude of its operation approximates that of UPI, and that its total 
communication costs are in the same order as those of UPI. Under these 
cireunstances and in view of AP's failure to introduce any evidence or 
the actual dollar impact it would apparently follow that the, joverad 
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ect shoule not differ materially from the 1.6% increase teken for 
UPI. Assuming therefore for tne purpose of discussion, that the 
national news services decide to absorb all of the communications costs 
attributable to the "Private Line Case" there is no reliable, probative, 
and substantial evidence in the recora demonstrating that they cannot 
absord such costs, without a disruption or impairment in their existing 
services. We are therefore of the opinion that such evidence as there 
is in the record indicates that the prescribed rates would not impair 
either of the national news services! ability to collect and purvey the 
news to subscribing press entities. 


Supplemental News Services: 


25. Supplemental news services provide a wide variety of special inter- 
pretive and analytical news dispatches which are designed to supplement 
the services of UPI and AP. Approximately 267 daily newspapers sub- 
scribe to one or more supplemental news services in addition to the 
services of AP and UPI. 


The supplemental news services which participated in this proceed- 

except in one case are owned and operated by one or more of the major 

spepers cr newspaper chains. In substance, these news agencies operate 

departments or divisions of the owner newspapers. For example, the 
Los Angeles Times-Washington Post News Service (L.A.T.-W.P.) is owned 


equally by the Times Mirror Company, and the Washington Post Company, 

the Copley News Service (CNS) is owned and operated by the Copley Press, 
Ine., the Aévance News Service, Inc. (ANS) is owned by the Newhouse News~- 
pepers, and the Chicago Daily News Foreign Service (CDN) is owned and 
overated by the Chicago Daily News, which, in turn, is owned by Field 
Enterprises, Ine. The one supplemental news service in this proceeding 
which is not owned by @ newspaper is the North American Newspaper Al- 
liance, which is owned by tne Bell-McClure Syndicate. 


7. The supplemental news services' position is that if the increased 
orivate line rates are applied to the press, the result would be cost 
inereases t> these supplemental news services of a magnitude which 
could not b2 absorbed but must be passed along to the subscribing news- 
papers and 2s a matter of economic necessity result in curtailment of 
some forms of news collection ané éissemination by the affected news- 
papers. Syecifically, it is the view of the supplemental news services 
that many mspapers cannot afford to pay the increased subscription 
charges thd would be required if the private line rates are increased 
and as a result, such newspapers will cancel their suoscriptions with 
2 resulting loss of revenues to the news services. 


2%. The sumplemental news services in support of their position rely 
largely updn the oral and written testimony of representatives of these 
news servides. This testimony consists, in the main, of opinions and 
conclusione as to the effect the increased rates will have on news serv- 
ice operations. For example, The Minneapolis Tribune News Service stated 
that if the prescribed rates are applied to the press, the cost of the 
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leased pyivave Line between the paver's Weshingcon pureau ¢ 
woule oe increased by 159% from the present rate of $334 per mo 
2 new rate of $674.32 per month. Its witness concluded th i 
crease would “inhibit rather than encourege the freest pos 

of information from Washington to our readers." It should be ¢ 
however, that the witness aid concede that the increases would be “a 
very small percentage inerease in the total cost of operating wene news- 
papers." 
29. The North American Newspapers Allience (NANA) stated thet its cur- 
rent charges for private line services are $21,506.68 per year and that 

if the proposed rates go into effect, these charges would be increased 

to $42,866.32 per year. The witness for NANA further stated that the 

only way they could meet +hese increased costs “would be vo curtail 
G@rasticelly our story budget, which would bring many cancellations, or 

to abandon our wire service ané operate as a mail service, wnich, too, 
would b#ing many cancellations." However, this same witness stated that 
NANA's subscription charges have been increased during the past five 

years with no loss, but 2 net gain in the number of subscribers. Furcner, 
she witness stated that the "ast majority" of NANA's suoseribers now 
receive their reports by mail and not by private wire. 

| 

30. The witness for she Gannett Group of Newspapers which operates the 
Gennett News Service svated that its private wire costs would, gO up from 
a present rate of $363.35 a month to a new rete of $1,107.00 or 2 204.6% 
increase. The Gannett Group of Newspapers is onprisea of 15| newspapers. 
Assuming the increase is Givided equally between these 15 newspapers , the 
increase to each newspaper in the group would % than $41 per month 
or apr coximately $500 per year. In addition, the Gannett News Service, 
throug 1 the newspapers , provides news reports % e television stations, 
three oroadcast stations and two newspapers whic nov menoers of the 
Ganne't Group. If the rate increase were to be to |all sub- 
seribers equally, the amount for each would be $ moth or $367.66 
per year. 


21. The witness for the Chicago Deily News, which i 
of the Chicago Daily News Foreign Service, stated % ¢ 

creases are applied to the press, she CDN Foreign Service wire costs would 
be increased from $75,720 to approximately $85,300 per year, jan increase 
of $9,300 or approximately 13%. The witness further steted that “many of 
our newspaper clients may, for cost reasons, dé forced vo Giscontinue 
their use of the service if the already high wire costs ere increased." 
The Ci News Service has over 62 newspaper subscribers to the service. 
Assuming 2 $9,300 ennual increase to CDN news service and that such in- 
crease is passed on %o suoscribing newspapers, the increase to each news- 
paper woulé amount to only $150 per suoseriber per year. 
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The witne§$s for the Seripps-Howard Newspapers, @ group of eighteen 
ily newspep? rs, stated that its total monthly charges for the private 
ervices¥of Western Union would be increased from $1,819.87 to 
00 or & 149% increase if the prescribed rates became effective. 
the Encrease is divided equally between the eighteen newspapers 
ease Yrould be $151 per month for each paper. This private wire 
e purpose of transmitting to Scripps-Howard newspapers 
wmtry the news product of one of the largest Washington 
us nd of the Scripps-Howard correspondents abroad. The 
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witness indidpted that the increased rates may cause Scripps-Howard 

+o "Gigcontinue the circuit entirely, or at least drop off some of the 
service points, and substitute delivery of our material by mail or some 
ther slower,- less satisfactory and less dependable method.” The wit- 


yet 
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ness further grated that 


"Et ig not a question of whether the Scripps-Howard 

Nqwspapers can afford to pay a $32,592 annual in- 

emeease in operating expenses. Rather, it is a question 

wether Scripys-Howard management , in the exercise of 

prudent business judgment, could justify the acceptance 

of increased costs of this magnitude for any items with- 

oye doing everything possible to find an acceptable, even 

hough less satisfactory, substitute, or without finding 

ae and means of reducing costs in other ereas of our 

p&siness." 

s 

33. As previously stated, ell such news services, except one, are owned 
oy newspaper, and operate as departments or divisions of such newspapers. 
Thus, inerease in costs to the supplemental services will ultimately 
be dome by the owner newspaper or newspapers. In addition, the evidence 
of recoré wizh respect to supplemental news services reflects that such 
services constitute only a small percentage of the total cost of operating 
the newspaper or newspapers which, in most cases, they operate themselves. 
Moreover, any increase in costs that a supplemental news service may ¢ex- 
perience cam be spread over a large number of suoscribers, thus minimizing 
the effect dn any one supscriber, or the owning newspaper. 


We beligve the pos ion teken by the witness for Seripps-Howard News- 
ers aceufately summarizes the position of supplemental news services. 
paraparade his statement, it is not 2 question of not having enough 

money to pay for the increase in operating expenses occasioned by the in- 
ereaseé rat¢s, but the exercise of sound judgment by management on how 
best to cop$ with such increases. 
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5 newspapers 
witness defined cost s ies e to mean 
ey ring to the declining reve or aro! fits." 
evidence cones , OF sic sey of newspaper costs meee by the trade 
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ber hac mounted to i. 020 cr the 3,390... re sorting : 
periods which enced oosween pra i 1959 and June 30, 


ho@.em. in ce rebustal exiibiv showee shat NeWSPEDELS had % 
smerienc? in thas regara fer every year sin ca 1946 
of which newsv2vers were & classification u/. In addition, it wv 


that the percentage of newspapers showing ho net income weg reduced from 
30.1% in 1959-60 to 20. 1% in 1960-62. 
| 


<<< ___—____—_- 5 
3/ Internal Revenue Service, Statistics of Income, Corporation income Tax 
Returns (1946-1962) 

> 


1,/ Newspevers are a subdivision o2 the category "Printing [Publishing, and 

Tilied Industries," which is @ subdivision of the category’ manufacturing," 

which is, in turn, a subdivision of the category “all industrial groups. ' 
| 
| 
| 
| 
| 
| 
| 
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ee mentioned, ANPA submitted tne results of a study by 
~ Jesse W. Markham, entitled "Economic Analysis of Competition 
ilyi Newspaper Business." This study wes presented to the 
Yast Subcommittee on March 14, 1963. In this study, Profes- 
fnalyzed newspeper suspensions, mergers and conversions from 
wedkly publications for the ten year period 1952 through 1961. 
aily newspapers thet switched to weekly publication, merged 
ended in this period, the reasons were reported in the press 
in 7% instances. Of the 74 cases reported, 
\for suspension, merger or switeh to weekly newspapers cén, 
accoréing to ANPA, be attrioutee to financial difficulty. 
hand, the witness for ENPA conceded that there are 2 
creater numger of Gaily newspapers today than there were at the end 
of World Wat IIT. In addition, the witness stated that circulation of 
Saily newspapers hes suostantially increased. In 1946, the circulation 
wes 50,927,505, while in 1962, the circulation had inereased to 59,645,685, 
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or an ineregse of epproximately 9,000,000. Further, the witness for ANPA 
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stated tnatFtine rate increases resulting from the Private Line decision 
would De eobut 3/20 of 1% of the total expenses incurred by newspapers. 


waich newspapers must face, ANPA sub- 
testimony indicating nat in 1920 the home radio set was a rarity 
zg untmown. By 1950, 97 out of every 100 
io set, and by 1960, 90 out 
every 100 fami i Altogether it 
mointeg out ted States 
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compegition in the news dissemini 
4,354 radio stations, &,176 
including general magazines and specia 
>» conv¢y the news and ovner information to the American pudlic. 
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ii. In adagtion to the testimony and evidence suomitted vy ANPA, several 
witnesses Tor specific newspapers testified as to the impact the prescribed 
rates woulé have on their papers. Jonn Cowles, Jr-, testified on behalf 
of the Minneapolis Star and Tribune Newspapers tnat if the sur plementary 
and national news services passed on to their subscribers (the newspapers ) 


. : ? = x _ : : : . 
the increaged charges for private line services his newspaper 


x “would nave to review wnether we felt able to continue 
carrying these services to the extent we ere now or 
¢ whether our readers would simply have to get along with 
; the penefit of fewer channels of communication." 
her, de witness stated that such increases would be less than 
e opgrati g costs of these newspapers. 


4.2. The Cépley group of newspapers made a survey of their 15 newspapers 


4-8 O-28e © ~I-de 


elepnotograph charges tha 
services, several of the Copley ‘papers 
he number of pictures published !in taeir 
they would discontinue selephotograpa serv- 
her, while hey would discontinue or 
reaucc services. With respect to the increases in charges ror 
ecial services (stock market reports, sports reports ) provided by 
we national news services several of the Copley papers stated) they 
ula discontinue such services; other papers stated that they! would 
reese advertising sales, reduce personnel, reduce travel by! reporters, 
other similar steps to reduce operating costs. 
| 
43. Henry J. Leacer, publisher of tne Daily Press end Ooserver-Di 
of Uvicr, New Yorx, stotea that if the increased charges were passed on 
to them vy the various news services they would have to reduce costs, 
such es canceling some news feature service or eliminate vhe planned 
purchase oF sone piece of equipment, or take whatever ovher steps neces- 


sary to control their costs. 
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hi. Me. Jack H. Locknary, 
Seripps-Howeard Newspapers 


. j ed costs (resulting from the new private 
< constantly mounting labor costs 
ro) : very well require individual 
papers to drop one oF more of the news services toi which 
they now suoscribe. fo that extent the flow oF news 
woulé be diminished ana she American public, which today 


are the best informed people in the world, would oe the 


losers." 
| 
| 


is. The witness for the Gannett Newspepers stated that ail wire serv- 

ice charges > she Gannett Croup came to approximately $450,000 curing 
Oa - Y 5 . - : 7 1 . 

1962, and that sucs charges representec aporoximately 10% of the cost 


of running tne news and eGitorial departments. Gannett estimates an 
increase of approximately $9,000 per year as a result of the! decision 
in the "Private Line Case." Assuming suck an increase, Gamnevt would 
experience only 0.2 of 1% inerease in the cost of operating the news 


ang editorial departments of the Gannett Group of Newspepers. Presum@oly, 
the percentage increase in total operating expense woule be consideravly 
less. 


rs 
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1.6. The evidence submitted by the newspapers with respect 
and their competitive problen tends to estaplisn tnat new 


BEST COPY AVAILABLE 
from the original bound volume 
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costs resulting from the increased private line rates. 
e by “Editor and Publisher" proves that the percentage 
s inf revenues has not kept pace with the: percentage increases 
it] proves nothing else. Tis survey does not demonstrate 
ind@ome for newspapers either increased or decreased. The 
for "ANPA conceded this fact. For example, as A.T.&I. points 
out in its Grief 
The survey does not establish "that the rate of profits 
has declined over this period inasmuch as the numerical 
Peis Por which the percentage increases in revenues and 
xpenses were calculated are not the same." For example, 
f revenues were $100 and expenses $75 in one year and, 
i. 2 later year, expenses were found to nave increased by 
..25% waile revenues increased by only 175%, the amount of 
profit would de larger in the later year. (In the later 
expenses would be $243.75 and revenues $275.00, re- 


g in net income of $31.25 compared with $25 in the 
u 


7. On th her hand, the Internel Revenue statistics presented by the 
newspapers jeate that the newspaper industry occupies a comparatively 
mone then other industries with respect to the numoer 
of companie$ within all inéustry groups reporting net income. The ; 

1 tndy" reflects 65 newspapers (auring 1952-1961) which suspended, 
stitched to weekly publication for financial reasons. However, 
in this proceeding also reflects that daily newspapers nave 

total numbers, and that daily newspaper circulation has aiso 
This testimony we believe successfully reouts the evidence 
* Fate to show the poor financial position of the newspaper 
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LS. With respect to competition it is undoubtedly true that newspapers 
ze engeged in a keen competitive struggle with other communication media, 
as radio and television. However, there is no evidence of record 


s proceeding indicating that newspapers are no longer an effective 


A 


oro 


Oo 


a v4 Lis 
moetitor or will not be an effective competitor in the future in the 
usiness of collecting and disseminating the news assuming the rate in- 
ereases bedome effective. In any case, the private line rates, if in- 
ereased, affect their competitors as well. In this regard, out of 
3700 domes¥ic subscribers of UPI, 2600 are broadcasters and 110 are news- 
papers, ang, in the case of AP, 2200 are broadcasters and 1200 are news- 
papers. t 


oO’ 


9. As préviously mentioned, there is testimony which indicates that 
since Worlé Wer II the number of newspapers has increased as well as 


17 


Taus, notwithstanding the highly competitive 
par must operate, as well as the impact of continu- 
igg costs, they continue to grow both in EBSSEE and circulation. 
stimony tends to minimize the newspapers' claims with respect to 
adverse competitive position in the field of news dissemination. 


“ie With respect to the testimony presented by individual oe or Op- 

-ators of newspapers, the testimony at most reflects that most! of the 
newspapers may or may nov make certain adjustments in their operations 
in order to accommodate the costs occasioned by the increased rates. 
However, none of these adjustments appear to be of such magni tuge as to 
Sustify e Tinding that they would curtail a neweceve ee ability! to col- 
lect and Gisseminate the news. Newspapers, as in the case of other busi- 
nesses organized for Deets are continually faced with the problem of re- 

sing budgets in the light of rising costs or dimishing revenues. Not- 
Saenecastie these problems, newspapers continue to grow in REPOS as 
well as in circulation. 
| 

Zs Form the foregoing reasons, we find that, assuming the prestribed rates 

re passed on to newspapers, they will not be required to curvail news col- 
tection and dissemination. Moreover, the evidence of record does nov sup- 
port a finding that newspapers are ‘in a “cost saueeze,” or that newspapers 
are no longer effective competitors in the field of news dissemination. 

| 

Publishers: 
| 
In this proceeding, two publishers presented testimony, Fairchild Pub- 
cavions, inc., and MeGraw-Hill Publishing Company, Inc. fair rehiid is the 
rend publisher of the Daily News Record, Women's Wear Daily, Home Fur- 
nishings Daily and five weekly publications. The pres ent total; monthly 
charge to Fairchild for leased wire facilities is $7,334.49. If the pro- 

osed rate structure becomes effective the charge would be $9, 73. 80, an 
Sores se or 32%. The witness stated that increases of this eA "would 
make it necessary for us to rearrange our operations in such a way that it 
would necessarily adversely affect the dissemination of news and information 
+o our readers." However, the witness did state that its priva ate wire costs 
were much less than one half of one percent of Fairchild's gross expenses. 
Moreover, the witness indicated thet the percentage increase does not taxe 
into consideration any rearrangement of circuits in the light of the pro- 
posed new rate structure. 
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53. McGraw-Hill publishes over 50 magazines, newsletters and newspapers 
that are read by over 2,000,000 readers throughout the country. These 
pudlicavtions are directed largely to management personnel fron practically 
every business and industry, as well as scientists, engineers and profes- 
sionals in most major fields of technology. 
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si. The witnegps for McGraw-Hill stated that its costs for five private 
rs 


ne services; would be increased $752.06 per month, and one line would 

nave its coss decreased oy $119.19 per month, so that the net increase 
for the six lines would be $632.87 per month. The witness stated that 

certain of these publications 


3 

"ould de faced with the possibility of having to 

curtail their news gathering activities or to transmit 
their news by alternate, but slower, routes. Any loss 

in news timeliness by the use of slower routes would 
place these publications at a competitive disadvantage 

to other media such as daily newspapers or radio and would 
be a distinct disservice to our management, business and 
technical readers - +--+" 


The witndss also stated that for the calendar year 1962 McGraw-Hill 
a gross rages of $157,003,549, gross expenses of $134, 332,254, and 
Sncome of $11,635,164 after provision for Federal income taxes. 
aw-Hill did not present any other evidence in support of its con- 
jon that ‘the increased rates would curtail their news gathering 
With respect to McGraw-Hill, the only evidence presented 
poy of one witness who stated that it may have to curteil 
news gatherizg activities if the prescribed rates are applied to the 
press. However, this statement is not persuasive when considered in 
relation to tne company 's financial position. As stated above, McGraw- 
Will will experience a net increase of $632.87 per month or $7 »594 per 
year as a result of the increased rates. However, in calendar year 1962 
company pnjoyed 2 net income of $11,835,164 after provision for 
Je aes 3 taxes. Although the company's net income may be infini- 
timally reduced, we cannot find how a 3/100 of 1% reduction in net 
income will require the company to curtail its news gathering activities. 
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56 eirchilh asserts that it would experience a 32% increase in charges 
for its private line facilities. However, its witness conceded thet 
this increage does not take into consideration any rearrangement of 
cireuits based upon the new rate structure. Conceivably, a rearrange- 
ment of cirduits by Fairchild could result in a much smaller increase 
in rates. Moreover, the Fairchild witness stated that its private 

wire costs were much less than one nalf of one percent of its gross 


expenses. | 


57. We find that the evidence presented by the publishers does not 
support their contention that the prescribed rates, if applied to the 
press, will adversely affect the dissemination of news to their readers. 


CONCLUSION 


56. In conciuging, it is appropriate to note again certain of the salient con- 
siderations }underlying our approach to this matter. In the "Private 
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‘we prescribed and authorized the establishment of} rates 
nas line services waich, on the basis of the record in that 
xtensive investigation and hearing, were determined to be just 
paisa and free of undue discriminations or pr eferencés. The 
son's decision nas been affirmed upon judicial review and the new 
e now in effect for all users of private line services, with 


eption of the press. 
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he press following 
vaas oa new eee 


? 
ene same ‘ine, we in Fenn fs this Sees in order ¢ 


whether, in fact, applicaticn of the new rates would nave the eff fects 
claimed by the press ae Come eea vook URES & actions S Sey mindful 
or eae +S: 


S caeee svfe) collect the news andl aistrit 
American public. 


in the present proceeding, the pre i been givenl the op- 
portunity to establish on 2 public record that % q eee ee 
were otherwise determined to be reasonable lawful = r general ap- 
lication would so impair the ability of %: of iscnarge its 
important role in our scciety as to rencer asonaole or 


7 os 


othemrise unlawful when applied to the pres 


61. As is fully set forth hereinabove, we have ccensidered ell of the 
evidence adduced tin presented in support of the posi tion 
advocated by the press, and its contentions set forth at paragrapn i; 
= However, the only reliable and probative evidence in [the record 
Teates that tne rates authorized in the "Private Line case" would 
have any material adverse etfect on the dissemination of Inews if 

=e to press users. We thererore must con rclude that the application 


tat 


S$ will not impair widespread dissemination oF x that 
effective reves app pli soe to press users Tor prive te Line 
tclephotograp re unlawful under sec Yions 2901 

for tae 1e weaaas set *t forth in the “private 1 Line Case," 
tne lawful vr private line telegraph and telLephovos rach 
ervices for press users arc the rates prescribed end authorized by the 

Commission in its Final Decision in the "Private Line Case” tor aii 

private line users. The Commission should issue the following order: 
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ACCORDINGLY, IT IS ORDERED, This day of 
1965, that on or before the day of 
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, the Americen Telephone and Telegraph Com- 
+ and The Western Union Telegraph Company 
SHALL CANCEL all private line telegraph and 
telephotogrephn tarizf schedules applicable to 
press, 2s distinguished from all other users, 
in American Telephone and Telegraph Company 
Tariff F.C.C. Nos. 140 and 208, and The Western 
Union Telegraph Company Tariff F.C.C. No. 2373 


IT IS FURTHER ORDERED, That the investigation 
in Docket No. 15094 BE TERMINATED. : 


J: ‘ 

Mire Cxvemest, 1 

Bernard Strassburg 

Chief, Common Carrier Bureau 


AGamted: i 
ACGOpPTea: . 


Released: 


SIGNED BY ABO 
Vv 
MAILED BY x 


APR 2 Yb; 
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TESTIMONY OF STANFORD SMITH 


My name is Stanford Smith. I am General Manager of American Newspaper Pub- 


lishers Association (ANPA), with headquarters at 750 Third Avenue, New York, New 


York 10017. I testified on behalf of ANPA in the 1963 hearing in this proceeding. 

Since that time, I have become Chairman of the International Press Telecommunt 
cations Committee (IPTC). I have been the Chairman since that gnmnttrs was organ- 
ized by the press of the world at a meeting in London, England, September 22-23, 1965. 
The constituent organizations of the committee are the principal international and na- 
tional organizations of newspapers and news agencies throughout the worl 

The IPTC was organized by the press of the world in recognition of the absolute 
essentiality of press utilization of the rapidly advancing communications technology. 

To accomplish that purpose on behalf of the press of the world, the IPTC has taken 
steps to inform worldwide telecommunications authorities about the unique require- 
ments of the press, to keep the constituent organizations informed about telecommuni- 

cations technical progress, and to seek better communications services at the lowest 
feasible costs. The IPTC has received recognition by the International Telecommunice 
tions Union and by UNESCO and has been working with those bodies ss well as with 
the International Standardization Organization and other groups. | 

Unquestionably, communications technology has advanced further in the United 
States than in any other country. However, other countries are making rapid progress 
and the advent of the computer opens up many new opportunities for the press to 
render better service in news dissemination to the public—provided only that the regu- 
latory bodies at the national and international levels facilitate this utilization by the 


elimination of artificial restraints and the positive implementation of policies which 


encourage widest possible news dissemination. 
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ANPA is the national trade association of daily newspapers. The present member- 
ship of more than 1,000 daily newspapers represents about 90 percent of the total 
newspaper circulation in the United States. About one-half of ANPA members have 
daily circulations under 25,000 copies. 

ANPA seeks to keep itself and its members informed on services used by news- 
papers, including press communications services and news wire services. ANPA has a 
Press Communications Committee of 18 members which keeps abreast of communica- 
tions developments of interest to ANPA members. This Committee consults with rep- 
resentatives of The Associate Press, United Press International, and the supplemental 
news services on matters of mutual interest. In recent years ANPA has been an active 
participant in F.C.C. ratemaking proceedings, including the Private Line Case (Docket 
11645), the Telpak Sharing Case (Docket No. 17457), and the General Telephone 
Investigation proceeding (Docket No. 16258); and ANPA has participated in a number 
of F.C.C. tulemaking proceedings, including the Authorized User proceeding (Docket 
No. 16058), the Domestic Satellite proceeding (Docket No. 16495), and, most recently, 
the Compyter-Communications Inquiry (Docket No. 16979). All of these proceedings 


in one way or another are related to the adequacy of leased line facilities and rates for 


the disserhination of news. 


Leastd line press communications facilities are used by three categories of user news 
organizations—the two major news wire services, the supplemental news services, and the 
newspapey publishers directly. 

The prime source of national and international news coverage for all daily news- 
papers everywhere is one or both of the two great news wire services, The Associated 
Press and United Press International. American citizens are particularly fortunate 


to have phis diversity of two national news wire services. Such a situation does 
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not exist in other countries where only one national news wire service exists. American 
newspapers ultimately must bear the cost of maintaining the two services, and the pub- 
lishers have demonstrated their desire to do so by paying for these services, even though 
the costs are higher than necessary as a result of needless restrictions on efficient utili- 
zation of communications facilities discussed herein. 


In recent years several excellent supplemental news services have grown up to pro- 


vide additional specialized and analytical coverage. This further enhances ews dissemi- 
nation. However, the costs of these services have limited them primarily to major Cities. 
Finally, to obtain additional or specialized news many newspapers maintain cor- 
respondents in major news centers and use leased line communications facilities to con- 
nect these correspondents with the home office. Furthermore, advancing |information 
technology now facilitates the prompt, wide-area circulation of news by the transmission 
of a major portion of a newspaper’s contents to remote “satellite” publishing facilities 


over automatic typesetting wires or by facsimile transmission of pages for ice in 


outlying plants. | 

Communications costs represent a large part of the costs of providing these essen- 
tial news services to the newspapers. Naturally, these costs are relatively ihigher in the 
case of the smaller daily newspapers near the end of the communications lines or in the 
more sparsely populated areas. The scope of the problem of reaching all the small daily 
newspapers is seen in the following figures: | 
1. There are nearly 1,000 daily newspapers in cities 

having a population of less than 25,000. 

There are nearly 1,500 daily newspapers in cities 

having a population of less than 100,000. 
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3. There are 322 daily newspapers whose circulation 
is less than 5,000. 

4. There are about 1,500 daily newspapers whose | 
circulation is less than 50,000. 

Another important problem in bringing to the readers of United States daily news- 
papers the benefits of multiple news wire services arises from the fact that, although 
daily metrapers have steadily grown in size (i.e., number of pages and circulation) in 
recent years, a relatively small percentage of the cities in the United States is served by 
two or more separately owned local daily newspapers. This is apparent from the follow- 
ing figures: 

There are a total of 1,748 daily newspapers 
in the United States. 

There are one or more daily newspapers in 
1,499 cities in the United States. 

A total of 1,284 of these cities has only one 
daily newspaper, 

An additional 149 of these cities have two 
daily newspapers which are under common 
ownership. 

Only 66 cities have two or more cay news- 
papers under separate ownership.” 


| 
| 
! 
: 


Therefore, in all but 66 cities, the only way to assure a variety of newspaper news 


sourced through the use of multiple news services by the local newspaper. 


1 Sourge: 1968 Editor & Publisher International Yearbook. 


, 
2 Sc Special ANPA study. 
¢ 
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The United States is the only country in the world with two competing national 
newg wire services which provide complete national and international news coverage for 
ReweLsPers and broadcasting stations. In addition, United States newspapers and broad- 
cast grs have access to a variety of supplemental news services for specialized and inter- 
pretative articles far beyond any variety of such services available in any | other country. 
This situation makes possible a variety of news sources for newspaper readers in those 
numerous cities in which only one daily newspaper is published. | 

Therefore, the problem of assuring a variety of news sources is much more serious 
in other countries. For example, at the recent meeting of the International Federation 
of ylewspaper Publishers which I attended in Japan, representatives of many countries 
spoge at a seminar on relations between government and press, and in virtually every 
case, the national press representatives emphasized the essentiality of favorable tele- 
communications rates and facilities for the press. In practically all countries the press 

ready accorded some measure of favorable treatment by the telecommuncations 

authorities on the basis of a fundamental policy to encourage the widest dissemination 
of news. | 

. At the time of my testimony in this proceeding five years ago, I stressed the need 
foi#reestablishment of a separate press classification for private line telegraph and tele- 
photograph services used by the press, at rates at least as low as those existing prior to 
the tariff increases put into effect by AT&T and Western Union in December 1958. 
Events in the intervening five years have underscored the continuing need for a separate 
press tariff designed to encourage, rather than impede, the widespread dissemination of 
news by the major and supplemental national news wire services to publishers and broad- 


casters throughout the country. Moreover, increasing utilization of nevi communications 


technology, especially by the two major national wire services, has brought into focus 
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the need for a press tariff applicable to all private line communications services used 


by the preg and designed to recognize and meet the unique needs of the press in terms 
not merely of favorable rates, but also, and equally important, of leasing practices and 
regulations tailored to the value of the service being rendered to the press customer. 
Such a separate press tariff should as a minimum provide for the following conditions 
of usage: 

Twenty-four hour leases, one to 30 days per 

month, for Teletype, Dataspeed, Telephoto, 

Audio, Program, and Video Channels. 

Discounted rates for each additional similar 

leased facility. 

Clock-hour leases, for the exact number of 

hours needed per day, one to 30 days per month, 

for all categories of service listed in item one, 


with charges reasonably and proportionally 
related to the 24-hour leases. 


Temporary leases for the exact number of 
hours needed for all categories of service listed 
in item one, with charges reasonably and pro- 
portionally related to 24-hour leases. 


Leasing of bandwidth (as opposed to specific 
services) one to 30 days per month, which could 
be sub-divided to suit the customer’s particular 
needs with the customer’s channelizing equipment; 
or with leased channelizing equipment located on 
the customer’s subscriber’s premises. 
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Press sharing of any type of leased communications 
facilities. 

Interconnection rights between AT&T and other 
commercial companies and private communication 
systems. 


Of paramount importance in the above list of desiderata are the provisions which 
| 


would allow continuation and further extension of the present “clock hour” provisions 
for press leasing of private line services. Indeed, as shown in the testimony being sub- 
mitted simultaneously herewith on behalf of the AP, the substantial adverse impact on 
press usage of private line telegraph services which would follow application to such 
usage of presently effective commercial rates and practices would be in many instances 
directly attributable to abolition of the “clock hour” provisions rather than to the dif- 
ferent rate levels which would be imposed. | 

Allowing press customers to lease private line circuits for periods of time corres- 
portding to the customer’s actual needs recognizes the value to the customer of the 
service being rendered. On the other hand, requiring press customers to lease private 
line circuits for substantial periods of time during which they would have no use what- 
soever for the service being leased results in substantial increased costs to the wire serv- 
ic:3 and, ultimately, to every one of their subscribers which, because of ithe elasticity 
of demand for wire news service generally, would inevitably tend to impair and limit 
the widespread dissemination of news and background information to the public. 

: The importance of provisions allowing users of press private line services to share 
leased communications facilities is equally great. The wire cost to deliver news to 
smaller cities remote from the main trunk wire system is substantial, particularly where 
one small newspaper prefers one major news wire service and another prefers the other. 
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Although beneficial as diversified sources of national news, the two parallel lines from 
the trunk wires are far more expensive than shared facilities would be, without detri- 
ment to diversification. 

Furthermore, some small daily newspapers in the United States do not have either 
major news wire service, confining their news coverage to local affairs and leaving na- 
tional and international news to competing media. The economies afforded by shared 
communications facilities might well put national and international news sources within 
the meansfof these small dailies, thus fostering wider dissemination of the news. 

The Rrinciple is equally’ applicable to the supplemental news services which now 
reach only newspapers in relatively large metropolitan areas, mainly because of high 
communications costs. These services could easily utilize excess capacity in communi- 
cations facilities leased by other press entities for the few hours per day needed under 
new technology to move all their specialized and analytical copy. 

The foregoing specific proposals for a special press tariff applicable to all types of 
private line communications service are, in my opinion, specifically authorized by Sec- 
tion 20] of the Communications Act amended and by the Commission’s overriding duty 
to “make available so far as possible, to all of the people of the United States a rapid, 
efficient, nationwide and worldwide wire and radio communications service with ade- 
quate facilities at reasonable charges....” | Such action would be consistent with 
numerous expressions of Congressional and Federal policy favoring the importance of 
presenting to the American public through the press and radio the widest possible dis- 


semination of information from as many diverse sources as is practical. The true de- 


aoe the effectiveness of news dissemination upon the adequacy of private line 


channels-has been apparent for almost a century, and is indicated by the following 


chronology: 
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| 
TESTIMONY OF JON G. UDELL | 


My name is Jon Udell. My business address is the Graduate S$chool of Busi- 


ness, The University of Wisconsin, Madison, Wisconsin 53706. My position is Assist- 
ant Dean for Research in the Graduate School of Business and Director of the 
Bureau of Business and Service. I have been an assistant dean since September of 
1967, and I have been director of the Bureau of Research and Service since 1963. 


However, during the academic year of 1966 - 1967, 1 served as a visiting associate 


professor at Cornell University. In addition to my University employment, I serve 
as a consultant to numerous organizations. For example, I have been consulting 
economist for the American Newspaper Publishers Association since the beginning 
of 1965. I am also consulting economist for Mosinee Paper Mills, Ine. and the In- 
land Daily Press Association. On a consulting basis, I serve as research director for 
the advertising and marketing services agency of Howard H. Monk and Associates, 
Ine. | 
e My educational background includes three degrees from The University of 


Wisconsin — a Bachelor’s, Master’s and Ph.D. My Ph.D. major was economics and 


bllsiness, my minor was law, my secondary was statistics. My specialties, as a schol- 
at are: the economic theory of firm behavior, newspaper economics, consumer be- 
havior and economic growth. Among my publications are the following: A Model 

& Non-Price Competitive Strategy; How Important Is Pricing in Competitive Strategy: 
Pricing and the Anti-Trust Laws (co-author); Midwest Newspaper Growth and News- 
print Consumption; The Growth of the American Daily Newspaper: An Economic 
Analysis; A New Approach to Consumer Motivation; Can Attitude Measurements Pre- 


dict Consumer Behavior?; 1975 U. S. Newsprint Consumption: An Economic Analysis 
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of Consumption Trends with Projections for the Next Decade; The Growth of News- 
print Consumption by United States Newspapers; An Empirical Test of Hypotheses 
Relating te Span of Control: Wisconsin’s Economic Development: An Analysis of the 
Growth, Problems and Potential of the State of Wisconsin; Wisconsin's Economy in 
1975: Wigconsin’s Economic Growth Since World War II and Projections for 1975 
(co-authoi); Newsprint Consumption in the United States, 1956 Through 1966 and 
the Curreht Outlook; The Marketing Behavior of Peruvian Firms: Obstacles and Con- 
tributions, to Economic Development (co-author); The Perceived Importance of the 
Elements *of Competitive Strategy; and The Marketing Concept and Economic Develop- 
ment (co-author). 
As the titles of some of these publications indicate, I have intensively researched 
the growth of United States newspapers and the underlying factors which account for 
a 
that growth. 


Introduction 


4 
The purpose of my testimony is to examine the potential impact of the application 
of commbrcial rates, regulations, practices and classifications to leased communications 
services utilized by the press. The proposed commercial rates and classifications, if ap- 
plied to jhe press, must have one of three general consequences: 
1. No impact on the utilization of leased communications 
services by the press and therefore no effect on the dis- 
semination of the news. 


2. A positive effect on the utilization of leased communications 


{ services by the press and the dissemination of the news. 


3. An adverse effect on the utilization of leased communications 


services by the press and the dissemination of news. 
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| 
In the three alternatives listed, the terms “positive” and “adverse” refet to a change 
from what the utilization (and news dissemination) otherwise would be with the rates 
and classifications currently used in calculating charges for leased CoE EE 
ices used by the press. | 
. For the proposed rates and classifications to have an adverse impact on the dis- 
sémination of the news (as suggested by alternative 3), the consumption of wire news 
services would have to be responsive to a change in price. | 
In my testimony, I shall first define price elasticity of demand and consider other 
factors which influence the consumption of a commodity or service. Following this, 


I shall look at certain factors which have influenced the utilization of wire services by 


the press since World War II. I shall then discuss the evidence which, | in my opinion 
as an economist, shows conclusively that the price of a news service does influence the 
extent of its utilization. 
In order for changes in the rates and practices applicable to leased communica- 

flons services to have an adverse effect on the utilization of news services and conse- 

uently the dissemination of the news, the changes would have to raise the costs of 
providing news service. Therefore, the last major portion of my testimony deals with 
the potential cost impact of the proposed rates and classifications. In this connection, 
{ will show that increased costs would tend to limit the dissemination of news, not 
only by decreasing ultimate utilization of news services, but also by decreasing the 
ability of some news services to remain in business. | 


My testimony will end with a brief statement of conclusions based on the analyses 


putlined above. | 
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Price Elasticity and Other Factors Influencing Demand 


Elasticity is a technical term used by economists to describe the responsiveness 
of the demand for a good (or service) to a change in its price. This term and the con- 
cept involved, introduced into economic theory by Alfred Marshall, is more precisely 
known as price elasticity of demand to distinguish it from other measures of factors 
which influence the demand for a good, such as income elasticity. 


A simple formula for calculating price elasticity of demand is: 
Cy = SE 
Q> Gr Q) 


Elasticity 
P, — Py 


Exes 


Quantity sold before the price change 
Quantity sold after the price change 
Price before the price change 


Price after the price change 


This formula measures the responsiveness of demand to a change in price for a finite 
movement of price and quantity. Since the formula covers the entire distance from 
Q, to Q» and from P, to P,, it averages together the elasticities between the points 
involved. Another measure of elasticity, known as point elasticity, measures the re- 
sponsiveness of quantity to price at a given point and requires calculus in its computa- 


tion. The formula is: 
dQ 


Elasticity +P 


aie 
AO 
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the price at a given point on the demand curve 


the quantity at that price 


dQ the derivative of the quantity with respect 
dP to the price at that point 


The above formulas assume that all factors influencing demand, other than the 


price of the commodity, are constant. These factors include the incomes'of purchasers 


and potential purchasers, the changing needs and preference scales of the market, and 
the prices of competing and complementary goods. In the case of news services, the 
public’s demand for national and international news coverage, the prices of other com- 
modities and services purchased by newspapers, and the purchasing power of news- 
papers have all varied considerably in recent years. It is appropriate, therefore, to re- 
view the post World War II history of some of the major factors which have influenced 
the demand for wire services. Without considering this history, it is, as a matter of 
economics, not reasonable to attempt a judgment concerning the price eljsticity of 


demand for these services. 


| 
| 
History of Factors Influencing Demand | 
| 


A major factor which has influenced the demand for wire services used by the 
press has been the growth of United States newspapers. While not always profitable, 
and constantly under the pressure of rapidly rising labor and newsprint costs, United 
States newspapers constitute one of the more rapidly growing businesses in the United 
States. | 

A daily newspaper can physically expand in two ways—by increasing size (number 
of pages) and circulation. Both a change in size, which is a product of qavertising and 
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editorial content, and a change in circulation, are reflected in a newspaper's newsprint 
consumption. In fact, the most accurate measure of the physical growth of news- 


papers is the growth of newsprint consumption. In the period of 1946 to 1967, news- 


print consumption by United States daily newspapers rose 213 percent.! During the 


same period, the Real Gross National Product of the nation (the most used measure 
of the national economy) also expanded 213 percent.2 Therefore, United States daily 
newspapers have expanded as rapidly as the national economy as a whole. 

With newspapers over three times as large as they were in 1946, there has been a 
considerable increase in the need and ability of daily newspapers to utilize news 
services. Figure | illustrates the point which I am making. Curve DD is a hypothetical 
representation of the demand curve for news services by daily newspapers in the 
years immediately following World War II. Since 1946, the circulation of daily news- 
papers has risen from 50,927,505 to 61,560,952—a gain of about 21 percent.> More 
important, the size of the typical United States daily newspaper has about doubled, 
greatly increasing the news, editorial, and advertising content of newspapers.* Because 


of this increase in size, the demand curve for news services should have shifted to 


1 Calculation based on newsprint consumption statistics gathered by the American Newspaper Pub- 
lishers Association. The estimates of the U.S. Department of Commerce tend to run slightly higher 
in recent years and would indicate a slightly more rapid growth than those of ANPA. 


2 Calculation based on Real Gross National Product data published by the U.S. Department of Com- 
merce in the Survey of Current Business and Statistical Abstract of the United States. 


3 1947 Editor & Publisher International Yearbook, Vol. 80, No. 5, Jan. 1947, p. 20 and 1967 Edi- 
tor & Publisher International Yearbook. 


4 according to a sample of néwspapers conducted by the Business and Defense Services Administra- 
tion of the U.S. Department of Commerce, the average daily newspaper had 27 pages in 1946 and 53 
pages in 1967. 
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the right as illustrated by curve D, Dy). In other words, at any given price for 

news services, the demand is considerably greater today than in 1946 because news- 
papers are larger and have a need for an increased coverage of the news. For example, 
at price P,, demand in our illustration has increased from Q, to Q> with the shift of 


the demand curve from position DD to position D, Dj. 


Figure 1 


Demand for News Services over Time 


Quantity 


| 
Another nonprice factor which has affected the newspaper's demand for news serv- 


ices is the increasing need of the public for rapid dissemination of national and inter- 

national news. The daily newspaper is the only major medium of mass communication 
which is capable of both rapid (here defined as 24 hours or less) and detailed coverage 
of the news. The expansion of education and the advancement of modern communica- 


tions have made the American public more aware of and concerned with national and 
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irternational developments. This is illustrated by the great concern of the American 
people over our involvement in Viet Nam, the civil rights problem, and the pollution 
of the air and water. 
The impact of this development on small city newspapers has been especially 
great because of a decline in multiple newspaper readership. Formerly, a high propor- 
tion of newspaper readers purchased two or more newspapers each day.> For example, 
within our nation’s suburbs and small cities, many readers purchased a local newspaper 
for local news and advertising and a metropolitan daily for an extensive coverage of 
national 4nd international news. The prevalence of this pattern of newspaper purchases 
and readership has diminished greatly since the end of World War II. Today, most 
households purchase one local daily newspaper.© 
In summary, the 213 percent growth of daily newspapers since World War II and 
the increased need of the public for national and international news have increased the 
demand for national and international news. The demand for news services is de- 
rived from this demand for news and fluctuates accordingly. Therefore, the demand 


curve for news services has shifted to the right since World War II because of the 


growth factors which have increased the newspaper’s and the public’s need for rapid 


dissemination of national and international news. Given this shift, at any constant 


5 In 1946 the average circulation per household of U.S. daily newspapers was 1.33, according to the 
Statistical Abstract of the United States for 1947. Because some households did not purchase any 
newspapers, multiple circulation among readers was considerably greater than 33%. 


6 In 1966, a higher percentage of the nation’s households purchased a daily newspaper than in 1946. 


Despite this development, average circulation per household declined from 1.33 in 1946 to 1.06 in 
1966. Source: Statistical Abstract of the United States, 1967. 
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price the utilization of news services today would be substantially greater than in 1946. 
Since World War II, the prices of news services have increased, as earlier testimony in 
this proceeding shows.’ The only condition under which these price increases would 
not have adversely affected the utilization of news services would be that of com- 
plete price inelasticity of demand. If utilization of news services by the press has 
not in fact substantially increased with the growth of newspapers, it would follow 


that the demand for news services is not completely inelastic. 


Evidence That Demand Is Not Price Inelastic 


Given the importance of news dissemination and the assumption that the demand 
for news services is price inelastic, one would expect all daily newspapers to subscribe 
to one or more news services. Stated somewhat differently, if price is no factor in 
the determination of whether or not a newspaper utilizes a news service, no one 
should be priced out of the market. However, according to data recently obtained by 
the ANPA, there were at least 23 daily newspapers in the United States which were 
without any news service in 1967. A list of these newspapers, with their location 


and daily circulations, is as follows: 


1960 
City Population Newspaper | Circulation* 


Corning, Calif. 3,406 Observer 2,500 
Sonora, Calif. 2,935 Union—Democrat 4,231 
Glenwood Springs, Colo, 4,554 Morning Reminder 2,200 
Rocky Ford, Colo. §,585 Gazette 2,454 
Casey, Ill. 3,353 Reporter 2,394 
Paxton, IIL. 4,850 Record 1,262 
Huntington, Ind. 16,962 News | not available 


7 See, eg., testimony of Roderick Beaton (UPI Ex. 3), p. 1) 
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1960 
City Population Newspaper Circulation* 


q 
Spencer, find. 2,647 World 2,624 
Le Mars, Iowa 8,249 Sentinel 5,119 
Burlingidn, Kansas 2,322 Republican 2,448 
Maysville, Ky. 8,781 Public Ledger 6,644 
Chelsea, Mass. 32,568 Record 6,324 
Lamar, Mo. 3,889 Democrat 3,530 
St. Charfes, Mo. 28,266 Banner—News 8,450 
Monett, Mo. 5,809 Times 3,998 
Aurora, Mo. 5,095 Advertiser 3,500 
Excelsior Springs, Mo. 9,750 Standard 3,496 
Hamiltog, Mont. 2,421 Ravalli—Republican 2,769 
Tryon, N.C. 2,434 Bulletin 2,200 
Greenfield, Ohio 5,812 Times 3,710 
Lisbon, @hio 3,801 Journal 2,075 
Bangor, Pa. 5,576 News 3,204 
Mart, Téxas 2,303 Herald 1,265 


*Source?. ABC 1967 Audit Figures as reported in 1968 Editor & Publisher Inter- 
national Yearbook. 


Wile there are some small newspapers in our nation’s larger cities, there is a high 
positive relationship between city size and size of newspaper. In other words, news- 
papers in large cities tend to be large, those in small cities tend to be small. As shown 


in Tables 1 and 2, there is also a direct relationship between city size (and therefore 


size of pewspaper) and the number of news services utilized. For example, 87.1% of 


all newspapers in towns of less than 50,000 population utilized one or less news serv- 
1 
ices in a In contrast, only 15.7% of the daily newspapers in cities of over 250,000 


used offe or less news services. On the other hand, 64.7% of the newspapers in cities 
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of 250,000 and over utilized three or more news services in 1967, while only 2.8% of 


the newspapers in cities of less than 50,000 population used three or more news 


services. 


The implication of this relationship of city size (and newspaper size) to utilization 
| 


of news services is that as population and size of newspapers expand, the utilization of 
news rade increases. In other words, the growth of population and newspapers 
should shih the demand curve for news services to the right. | 

As already indicated, the actual utilization of news services at any point in time 
will depenc upon the factors which influence the location of the demand curve end on 
prices. We know that the prices of news services have risen since World War II. | If the 
demand curve for these services is responsive to these changes in price, the utilization 
of news sezvices would not have increased as much as the 213% expansion of news- 
papers would otherwise suggest. 

A comparison of the data in Tables 1 and 2. to those of Tables 3 and 4 shows 
that this is the case. In cities and towns of less than 50,000 population, a higher pro- 
portion off*he daily newspapers in 1967 than in 1947 had either no news service or 
only one news service. Moreover, the proportion of newspapers having two or more 
news serviges declined from 19.2% to 12.9%. Newspapers in cities and towns of 50,000 
to 250,000 population had a somewhat similar change over the 20 year period. The 
proportion using multiple news services declined from 81.1% in 1947 to 65.8% lin 1967. 
The most dramatic decline was among those using three or more services. Over one 
half of the papers in cities of 50,000 to 250,000 used three or more news services in 


1947, whereas only 20.2% utilized three or more in 1967. 
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TABLE 1 
THE UTILIZATION OF NEWS SERVICES BY DAILY NEWSPAPERS—1967 


City Size 


100,000 to 250,000 
250,000 to 500,000 
500,000 to 1,000,000 
1,000,000 and Over 


All Newspapers 


Number of 
__News Services 


Less than 10,000 
10,000 to 20,000 
50,000 to 100,000 


20,000 to 50,000 


w 

o 

~ 
a 
_ 
I 
\o 
o 


None or One 
Two i 
Three é 


* 


_ 
oo wo 


16 


_ 
s 


3 
Four or More 2 4 7 11 


Source: ompiled | from 1967 Editor & Publisher International Yearbook. 


TABLE 2 
PERCENT OF NEWSPAPERS IN CITIES OF VARIOUS SIZES 
USING ONE, TWO, AND THREE OR MORE NEWS SERVICES — 1967 
City Size: All 
Number of News Services Less than $0,000 to Newspaper 
Used in 1967 50,000 250,000 Cities 


, 
i 
’ 


None or One 87.1% 34.2% 68.4% 
Two # 10.1 45.6 19.3 
Three ‘ 1.7 11.7 5.9 
Four or More 1.1 8.5 6.4 


—_—— 1  -—-—-—- 


Total 100.0% 100.0% 100.0% 


eats am 4. rer 


— 
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TABLE 3 
', THE UTILIZATION OF NEWS SERVICES BY DAILY NEWSPAPERS-1947 


,000 and Over 


Number of 
News Services 


Less than 10,000 
10,000 to 20,000 
20,000 to 50,000 
50,000 to 100,000 
100,000 to 250,000 
250,000 to 500,000 
500,000 to 1,000,00( 


All Newspapers 


None or One 
Two 
Three 


Four or More 


nN 
NMmwn abv 

Saree ae eee 
sau oO N 


~ 


| 
Sore: Compiled from 1947 Editor & Publisher International Yearbook. 


TABLE 4 


PERCENT OF NEWSPAPERS IN CITIES OF VARIOUS SIZES 


| 

| 

| 

| 

| 
USING ONE, TWO, AND THREE OR MORE NEWS SERVICES — 1947 


City Size; 
| All 


Number of News Services Less than 50,000 to Newspaper 
Used in 1947 50,000 250,000 Cities 


None or One 80.7% 18.9% 
Two 15.6 30.7 
Three 3.0 35.6 
Four or More 6 14.8 


100.0% 
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Aaere 6s 
+ 2e tg het 44 ee ae 


In ete of 250,000 and over population, a more stable situation existed. How- 


ever, the proportion of daily newspapers with three or more services declined despite 
and the decline in the number of multiple 
rvices declined slightly and the per 


to 15.7% over the 20 year 


the great exbwth of our nation’s larger cities 
newspaper aities. The proportion with two news se: 


centage with none or one news service rose from 12.4% 
period. 
AS fod all U.S. daily newspapers, 


remained thirly constant over the 20 year 


the proportion with none or one news service 
period (66.1% in 1947, 68.4% in 1967). The 


proportion of newspapers with three 


7 
percentage, with two services rose slightly and the 


or more ngws services declined from 15.7% in 1947 to 12.3% in 1967. 


Thus4 despite the fact that the typical newspaper of 


* 
large as itiwas in 1947, the utilization of news services has n 


f this situation, rising price is the only explanation which 


1967 was over three times as 


ot risen markedly. Given 


my knowsedge and research 0 


1 can idegtify to explain this occurrence. In other words, the evidence indicates a very 


definite grice elasticity of demand for news services. 


Thejevidence previously considered shows that some newspapers are priced out of 


the news service market altogether. However, the major import of price on the utiliza- 


tion of ews services and the dissemination of the news is in the area of multiple usage. 


Despite the desirability of obtaining news from two or more sources and the need for 


y 412 daily newspapers (less than one quarter of all daily 


specialized news services, onl 
papers) & hritized two or more news services in 1967. The desirability of a single news- 


paper vbing able to provide its readers with multiple news services assumes added im- 


portant today because, as already pointed out, most households purchase only one 


2 Oe de 2-dt > 2 -taene 4.8 


ted 20 
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newspaper and most United States towns and cities have either one or no néewspaper.® 
The 1947 and 1967 utilization data are evidence that the price elasticity of de- 
mand is especially great in the case of multiple news services. When the price is raised, 
newspapers with two or more services can discontinue a news service and still have some 
(although reduced) coverage of national and international news. It is here that the price 
elasticity for news services has its greatest impact on the dissemination of the news. 
While there is a positive relationship between size of newspaper and the number of news 
services utilized, the rapid growth of newspapers has not produced a rapid growth in 
the utilization of news services because of the rising price of news services. In economic 
terminology, the purchase of a second, or third, or fourth news service is a discretionary 
expenditure, and discretionary expenditures are, in almost all cases, elastic t a change 
in price. | 
If commercial rates and classifications are applied to the dissemination of news serv- C 
ices to Bre press, the increased costs and prices will, in my opinion, definitely limit the 
multiple utilization of news services and thereby decrease the dissemination of the news. 
In addition, there is a high probability that an increase in the cost and prices of news serv- 
ices would force some newspapers to join those who do not utilize any wire news service— 


the result again being a decrease in the dissemination of news to the American public. 
| 


' | 


8 According to data compiled by ANPA, 1,499 U.S. towns and cities have one or more daily news- 
papers and 1,281 of these, or 85%, have only one daily newspaper. According to the 1960 Census 
there w&re 6,041 urban places with 2,500 or more population, and 596 urban places with less than 

2,500 population. In addition, there were 4,151 rural places with 1,000 to 2,500 population and 
9,598 rural places with less than 1,000 population. 
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* 


Cost Impact of the Proposed Rates and Classifications 


The above conclusion assumes that application of commercial rates and classifications 
to the press would increase the prices of news services. Currently herewith, the testimony 
of Mr. H. R. Flory (another witness for the ANPA), presents calculations showing the 
proposed changes in the cost bf 26 AT&T and 7 Western Union telegraph circuits leased 
by 14 ANPA members. As shown by these data, the impact on the costs of these circuits 
would be, in most instances, ‘substantial. The average costs for the 33 circuits as of 
August 1, 1968, would be 44.5 percent higher than the costs at current press rates. 

The increages would range from a small decrease of less than 1 percent to an increase 
of 172 pertent. Thirteen of the 33 circuits would have their costs increased more 


tnan 50%. 
Potential Effect of Higher Costs 


The élimination of special press rates (including clock-hour leasing) would, as 
shown, raise the operating costs of the news services. In response, there would be 
three possible courses of action for the news services: 

1.2 To absorb the increased charges. 


2. To reduce the quality and quantity of their services to subscribers. 


3. To raise their rates to subscribers. 


The first alternative is not economically possible. AP is a non-profit enterprise, 
and being so, it does not have the profit margin necessary to absorb increased costs. 
Therefore, AP would be forced to raise its charges or curtail its service. Also relevant 
to alternative 1 is the fact that, as shown in Mr. Flory’s testimony, the 33 circuits 
used by Sire services other than AP and UPI would have to absorb cost increases on 


individual circuits ranging (with one exception) from 12 percent to 172 percent. 


. 
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Given the demise of several news services in recent years (e.g., Chicago Tribune, New 
York Herald Tribune, and INS), increases in costs for communications services of ‘this 
magnitude would severely limit the ability of at least some of these services to continue 
in business. 

The second alternative—curtailed services—would by definition decrease the dis- 
semination of news. Also, the curtailment of news services would be quite similar to 
raising prices because such action raises the cost of each unit of service seated and re- 
duces the total value received. Thus, aduption of the second alternative by the news 
services would have a twofold adverse effect: (1) it would reduce the value of the 
service and (2) it would entail the risk of cancellations of service. | 

The third alternative—raising prices—would, because of elasticity of Seman reduce 
and impair the use of news services and the dissemination of news to the public. Any 
increase in the cost of news services to their subscribers would tend to have ; “multiplier 
effect.” Given an elasticity of demand, some subscribers would cancel their subscrip- 
tions to one or more wire services. A supplemental service would be the most likely 
victim among those newspapers subscribing to both major and supplemental news serv- 
ices. Among those newspapers subscribing to both AP and UPI, some would! discontinue 
one of these major services. If this were to occur, and I believe that it woul, a multi- 
plier effect would be operative because many of the costs of operating a news service 
are fixe¥—that is, they do not vary with the number of subscribers. For example, the 
costs of gathering and preparing the news for dissemination would not vary with the 
number of newspapers and broadcasters served. | 


Because of these and other fixed costs, a reduced number of subscribers would 


raise the average costs of serving the remaining subscribers. The increased average costs 
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would, in turn, lead to further increases in the price of news services, to a curtailment 
of the services, or to a reduction in profits or increase in losses. The ultimate conse- 
quence of this chain of events would be still further reductions in subscribers and, 
probably, the elimination of some news services. Either event would, of course, impair 
the dissemination of news to the American public. 

To summarize the above and bring it into closer focus, I am saying that the immed- 
jate impact and the multiplier effect of the proposed elimination of special press rates 
(and the clock hour service arrangement) would, because of the elasticity of demand 


involved, result in an impairment in the dissemination of news because it would: 


1. tend to reduce the number of news services 
utilized by daily newspapers and other users, and 
2. tend to reduce the number of news services serving 


the press, broadcasters, and other subscribers. 
Other Cost Considerations 


It might be hypothesized that the potential impact on news dissemination of an 
application of commercial charges and classifications for press use of private line services 


would not be great because the average cost increase to the news services or sub- 


ce He not be high. This hypothesis is unsound for two reasons. First, unless 


the de: and is completely inelastic, even a small increase in price will reduce consump- 
tion. Secondly, it is statistically misleading to utilize measures of central tendency with- 
out cohsidering corresponding measures of dispersion. As Professor Walter Heller, form- 
er chaifman of President Kennedy’s council of economic advisers, once pointed out, “If 
you have one foot in a hot oven and one foot in the freezer, on the average, you are 


comfortable.” In other words, measures of central tendency may be very misleading. 
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Management decisions to purchase goods and services are not made on the basis of their 
average cost or average increase in the cost. Instead, those decisions are made on the 
basis of the specific cost to the purchaser. The evidence considered above shows that 
there would be wide variations in individual costs increases among the various news Sserv- 
ices, and they in turn could not pass on to all subscribers a single, average cost increase.” 
Another cost consideration relates to the fact that the cost of news services is not 
a large proportion of the total cost of operating a newspaper. Given this, it might be 
hypothesized that a change in the wire service rates, and consequently news service rates, 
would have little impact on the dissemination of the news. Any such hypothesis would 
be based on the erroneous assumption that subscribers purchase news services on the 
busis of what proportion they represent of total operating costs. However, the fact is 


that neither industrial nor consumer buyers evaluate products and prices slong to 


what percentage they represent of total expenditures. Instead, products and prices are 


evaluated on the basis of their relative utilities (including the utility of money). For 
example, the daily newspaper represents a very insignificant proportion of the total ex- 


penditures of most American families. Yet, available evidence shows that an increase of 
| 


only a few cents per copy will often lead to a substantial reduction in the circulation 
of a newspaper. !0 | 
At any point on a demand curve which slopes downward and to the right (i.e., a 

demand curve which is responsive to changes in price). there are a number of marginal 
purchasers. These purchasers by definition, will reduce or eliminate their purchases of 
the product when the price is raised and will increase their purchases when price is low- 
ered. Unless the demand curve for news services is completely price inelastic (as shown 

9 The substantial variation in the cost increases to the news services would be due in part to the 
requirement that those news services having no need for continuous service would have to subscribe 
to and pay for 24-hour service. Requiring payment for 24-hour service when the wire is needed and 


used for only a small fraction of the day runs counter to the economic principle that a should 
be responsive to value received. 


10 Source: Circulation studies by the ANPA. 
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in Figure 2),fany increase in the price for news services would eliminate these marginal 
purchases, even though the news services might represent a fairly small proportion of 
the total cost of operating a newspaper. In other words, any contention that an in- 
crease in thet price of news services would not affect the utilization of news services 
because they represent a small proportion of the total cost of operating a newspaper 


would be based on an incorrect interpretation of the economics of demand. The prices 


of products simply are not evaluated on the basis of what proportion they represent of 


our total expenditures. 
Figure 2 


Response of Consumption When Demand Is 
Inelastic and the Demand Curve Is Shifted 


Dy 


| 
| 
ie 
| 
| 
| 
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| 
Summary and Related Comments | 
| 


To summarize, the proposed application of commercial rates and classifications to 
the press would, in my opinion, tend to impair, limit and diminish the widespread dis- 
semination vf news to the American public. Such action would run counter to the 
historic public policy of the United States. ! 

The extent of the effect of the proposed changes for wire services utilized by the 
press on the dissemination of news to the American public will depend upon the elas- 
ticity of demand for wire news services. Because many factors determine the consump- 
tion of a product or service, it is impossible to use historical data to compute precisely 
the historic price elasticity of demand. However, it is possible to determine if the de- 


mand for news services is responsive to changes in price. 


If the demand for news services were price inelastic, the consumption of] news serv- 
ices would have risen substantially between the end of World War II and 1967. AS 
illustrated in Figure 2, the quantity demanded would have increased from Q, j to Qp 
as newspapers expanded, regardless of the price charged. However, the fact is that the 
number of news services utilized in 1967 was not substantially different than in 1947. 
Therefore, the demand for news services must be far more elastic than that of other 


commodities and services purchased by the press, such as newsprint. | 


Further evidence of price elasticity is provided by the positive relationship between 


the number of news services utilized and the size of city (and size of newspaper). This 
positive relationship existed in both 1947 and 1967. Given the positive relationship, 
one would expect that the number of news services utilized would have risen greatly 
with the growth of our cities and the growth of newspapers in the last 20 years. How- 


ever, this growth did not occur. 
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Given the demonstrated price elasticity of demand, any future increase in costs 


and prices of news services will restrict the dissemination of the news. In view of this 


elasticity and te historic public policy of encouraging news dissemination through fav- 
orable rates, Iyseriously question the advisability of applying commercial ra 


tices to the pis. As long as press rates cover the direct (or variable costs) invo 


tes and prac- 


lved in 


the préss and make some contribution to the fixed costs and profits of AT&T 
serving the press will enhance the profitability of those companies 


dvancing the public interest by facilitating the widest possible 


serving 
and Western Union, 
while at the same time a 


disseminationjof the news. 


{ 
4 
4 
{ 
t 
: 
Q 
i 
} 
\ 
’ 


1 ttm 2 Aes aR 


eter ROO) Buarere 


F.C.C. Docket 15094 
ANPA Exhibit No. 103 
Page 1 


| 

| ; 
TESTIMONY OF HARRY R. FLORY : 
| 
My name is Harry R. Flory. My residence is River Road, Newcastle, Maine. I am 


employed as a consultant by the American Newspaper Publishers Association. I have 


held that position since 1964. 
Prior to 1964, I had been employed by newswire services for 42 years—10 years 
with International News Service and 32 years with United Press and United Press Inter- 
national. Eighteen of those 42 years were spent in Europe where I held successively 
the posts of Paris Manager of International News Service, London Manager of Inter- 
national News Service, and European News Manager of United Press. The oyenee in 
Europe included the planning and organization of international communications. 
During my last 9 years with UPI, I was General Manager of Communications and 
was responsible for arranging and procuring all communications services used by UPI, 
including private line services and channels leased from American Telephone and Tele- 


graph Company and Western Union Telegraph Company. I testified on behalf of UPI 


in the 1963 hearing in this proceeding. 
The exhibits attached to this testimony and designated Attachments A through E 
were prepared by me from data submitted by members of ANPA and from information 


obtained from AT&T and Western Union. The data show the increase in the cost of 
the domestic interstate private line telegraph circuits leased directly to these news 


organizations. The data include all major telegraph circuits leased directly by ANPA 
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members private inquiries made of non-members indicate that these circuits, to- 
gether withthose leased to The Associated Press and to United Press International, rep- 
resent the Vast bulk of domestic interstate private line telegraph circuits serving Ameri- 
can news ogganizations. As summarized in Attachment A, the monthly cost of these 
services wopld increase by 44.5 percent from $282,411 to $408,030—an increase of 
$125,619 rponthly or $1,507,428 yearly. 

The data concerning the use of private line telegraph service were obtained directly 
from the ANPA members. Members who had significant private line telegraph circuits 
leased diredtly to them submitted to me an AT&T or Western Union inventory for 
Septemberfor October 1967 or, in some cases, an earlier inventory when assured that 
no change: had been made. This inventory gave the press rate cost directly, as well as 
the hours or which the circuit was leased, the miles of each circuit, the drops and loops, 
and the equipment used. AT&T supplied current tariffs and the proposed commercial 


tariffs whith are on file with the Commission and scheduled to go into effect on 


August ijl 968. The only change in present commercial private line telegraph rates 


scheduled afor August 1 is an increase in equipment charges; commercial line and termi- 
nal charges will remain the same as at present. The Western Union tariff bureau con- 
firmed todme that the Western Union filing was identical with that filed by AT&T with 
perhaps awfew very minor exceptions. Since I had worked for years with AT&T tariffs 
and unde#stood them I used the AT&T tariff in repricing both AT&T and Western 
Union cirguits- 

Attaihment B shows the breakdown of the impact of the loss of press tariffs on 


line, terminals, and equipment charges individually. AT&T line charges would increase 
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82.2% from bes, 429 to $117,376 monthly; AT&T terminal charges would increase 48%, 
from $28,798 to $42,615 monthly; and AT&T equipment charges under the tariff 
scheduled to become effective August 1, 1968, would increase 22.7%, from $144, 931 

to $177,819. However, the present commercial equipment rates would be 1.6% less 
than press tariffs. The reason for this will become apparent upon reference to the 
schedule of equipment charges in Attachment E. 

Tables IV, V, and VI of Attachment B show the impact of the abandonment of 
press tariffs on press circuits leased from Western Union. Line charges would increase 
106.7%, terminal charges would increase 59.1%, and equipment charges would increase 
by 31%. The reason that the impact on lines leased from Western Union is greater than 


on lines leased from AT&T is simply that Western Union’s current press rates are some- 
| 


what eS some particulars. 


The most significant feature of present press rates is the provision for clock-hour 
leases. Attachments A and C show the weekly hours for which the 33 circuits analyzed 
are presenfly leased. The average is only 49.2 hours per week, and no circuit is leased 
full period. The minimum hours shown for any day in Attachment C is eight (8) due 
to the present 1equirement that lines be leased for 8 consecutive hours per day. The 
actual needs of the press user may be for substantially less than the 8 hours shown. 

The increased charges per service point of at least 20 of the 33 circuits is jespeci- 
ally significant. The average increase in charges per service point of these 20 circuits is 
$104.90 per month. | 

Finally, Attachment D shows that press telegraph circuits generally consist of a 
large nunfoer of short pricing segments. A majority of the total circuit miles would be 
priced at the rate for first 100 miles. Thus, the present discounts for long lines would 


be of little value to the press as a whole. 
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The data analyzed by me involved only telegraph circuits, since my inquiry indi- 


cated that ANPA members do not lease substantial quantities of telephotograph or other 


private line or channel facilities at present. Advancing communications technology is 


increasing the use of leased voice and other broad-band channels, but in the absence of 
press sharing, these types ¢ ¢ sexvice cannot be efficiently exploited by small newswire 


services. 


| 
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Analysis of Thirty-three Press Telegraph Circuits Leased 


by ANPA Members -— September/October 1967 


| 
The following tables compare the cost of AT & T and Western Union 


leased telegraph circuits at present press rates with the same circuits at 


commercial rates. The commercial rate calculations are based on the present 


commercial line and terminal charges and the commercial equipment rates on file 
with the Commission and scheduled to become effective August 1, 1968. The 

1 
tables represent all major telegraph circuits leased by ANPA members during the 


month of September or October 1967. 
| 
Table I: Analysis of Twenty-six AT & T 
Circuits Leased by Eleven ANPA Members 


Monthly Press Monthly Increase Percent Weekly Hours 
Rate Cost Commercial Increase Presently 
Rate Cost Leased 
$ 6,399 $ 16,601 $10,202 
894 1,298 404 
1,071 1,488 417 
520 836 316 
517 687 170 
1,154 1,488 334 
2,698 3,779 1,081 
416 672 256 
3,269 7,413 4,144 
2,41) 4,443 2,029 
936 1,363 427 
16,134 26, 381 10,247 
187 358 171 
1,196 2,048 852 
25,913 35,573 9,660 
838 1,180 
660 802 
1,871 2,564 
7,029 8,062 
1,174 1,537 
13,954 22,926 
1,400 1,722 
139,545 186.172 
1,032 1,367 
5,647 5,599 
1,290 1,451 
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Totals: $238,158 $337,810 $99,652 
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Table II: Analysis of Seven Western Union 
Circuits Leased by Four ANPA Members 


Increase Percent Weekly Hours 
Increase Presently 
Leased 


Circuit Monthly Press Monthly 
Code Commercial 
Rate Cost 


—eeEeEeEenr OEE 


$ 1,840 $ 855 
4,611 2,916 
30,073 9,707 
12,677 4,184 
17,932 7,293 
607 206 

__ 2,480 806 


Totals: $70,220 $25,967 


Table III: Totals for All 
Thirty-three Circuits 


* 
Press Rate Commercial Increase Percent Weekly Hours 
Rate Cost Increase Presently 


Cost 
¥ Leased 


4 
4 
a] 
J 
3 
4 
3 


Monthly 


Total $ 408,030 $ 125,619 49.2 
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Annual 


Total $4,896,360 $1,507,428 
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PRESS CLOCK HOUR RATES 


$ 0.030/mile/hour/month 
2.07% of full period/hour 


$0,105/mile/hour/month 
3.10% of full period/hour 
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ANALYSIS OF PRESS TELEGRAPH CIRCUITS | 
LEASED BY ANPA MEMBERS BY 


COMMERCIAL MILEAGE CATEGORIES 


Table I: Twenty-six AT & T Circuits 


| 
Circuit ze Circuit Miles in Each Category | 
Code Mileage 0 to 100 101 to 250 251 to 500 501 tlo Over 


; Miles Miles Miles 1000 Miles 1000 Miles 


$278 4,979 2,996 1,281 

347 160 

277 115 
214 
106 
287 
900 
150 
1,539 
906 
136 
2,674 
106 


1,094 
239 
150 
448 

1,587 
169 
2,799 
150 
1,312 
101 
891 
300 


Totals: 19,878 


Percent: 5 20.0% 


Circuit 
Code 


WU 


Totals: 


Percent: 


Circuit 
Code 


Miles: 


Percent: 
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Table II: Seven Western Union Circuits 


Tqtal Circuit Miles in Each Category 
Mileage 0 to 100 101 to 250 251 to 500 501 to Over 
{ Miles Miles Miles 1000 Miles 1000 Miles » 


| 895 408 171 66 * 


3,143 1,300 1,272 : 40 
3,333 5,227 1,620 

4,170 2,902 1,181 

q,512 4,408 1,945 

4 328 133 150 
_3.,528 600 680 

f] 


4 


24,909 14,978 7,019 


100% 60.1% 28.2% 


Table III: Summary of All Thirty-three Circuits 


Circuit Miles in Each Category 
0 to 100 101 to 250 251 to 500 501 to 
Miles Miles Miles 1000 Miles 


124,089 78,069 26,897 12,537 3,869 


i 
{100% 62.9% 21.7% 10.1% 3.1% 
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TESTIMONY OF DANIEL DE LUCE 


My name is Daniel DeLuce. My business address is 50 Rockefeller Plaza, New 
Yor, New York 10020. I am Assistant General Manager of The Associated Press. 

I have been employed by The Associated Press for 38 years. During that time I 
received a Bachelor of Arts Degree with honors in economics from the University of 
California at Los Angeles in 1934. I was a war correspondent during World War II. 
atthe the war, The Associated Press was issued United States Military Government 
Licdhse No. 1] to distribute news and news photos to German news media; I was 
placed in charge of organizing this operation. 

In 1956, I was transferred from Germany, where I had been Bureau Chief, to the 
general office in New York and was appointed a communications executive. In 1965, 
I became Assistant General Manager with the Communications Department as one of 
my responsibilities. 

* The Communications Department is responsible for planning and implementing 
the communications oprations of The Associated Press. This activity involves research, 
dexplopment, and application of communications equipment and techniques. 


The Associated Press 


The Associated Press is a cooperative, non-profit, membership corporation whose 


4 
| 
mémbership includes more than 1,200 daily newspapers and more than 2,600 broadcast 
4 
4 
i 
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* 
stations. It is independent of any other party in this hearing, although many of the 
* 


parties which are newspaper publishers are members of The Associated Press. In addi- 
tion, many of the newspaper members of The Associated Press are also members of the 


Ame can Newspaper Publishers Association, and many of the broadcast members are 
| 
| 


| 
also. members of the National Association of Broadcasters. 


« The interest of The Associated Press in this proceeding is based upon its extensive 
eee ‘of private line communications facilities in the United States leased almost entirely 
toh American Telephone and Telegraph. In 1967, 14. 8% of The Associated Press’ ex- 
penses for domestic news and supplemental services were incurred for leased lines and 
terminals. The Associated Press’ testimony at the 1963 hearing was presented by 
Harry T. Montgomery, Deputy General Manager. The purpose of my testimony in the 


prifsent hearing is not only to provide an analysis of the current impact on The Asso- 
| 


c.uted Press’ operation of the loss of press rates for telegraph and telephotograph. but 


also to illustrate the need for special press tariffs for a broader range of communica 


tions than telegraph and telephotograph alone. 


| 
First, however, I would like to describe the services performed by The Associated 


Press. Its purpose is perhaps best set out in Article I of its By-laws. According to the 


By-laws: 
“The Associated Press is a mutual and cooperative association 
formed to gather with economy and efficiency an accurate and im- 
partial report of the news. The union for a common aim and pur- 
pose of representatives of all shades of thought and opinion — poli- 
tical, social, economic, religious — is assurance the news gathered 
and distributed by The Associated Press shall be as objective and 
complete as human endeavor can make it.” 
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To facilitate the distribution of news and newsfeature material to its members and 
to termit each member to receive service tailored to its individual needs, the various 
. 3 are divided into a number of “wires.” For convenience, I will discuss these dif- 
ferent networks in five categories: (1) general news wires, (2) radio-TV newscast wires, 
(3) financial wires, (4) special news wires, and (5) telephotograph wires. 

1. General News Wires — The general news services of The Associated Press in- 
clude both multiple and single wire services, depending upon the needs of the individual 
members served. A multiple wire service includes one wire providing in-depth reporting 
of news of national and international significance gathered in more than 100 countries 
andjadditional wires providing news of state and regional interest. 

: Smaller members, however, may prefer a streamlined single wire service, which pro- 
vids national and international news and pertinent state and regional news on one wire. 
Of bourse, a single wire news service is not as comprehensive as a multiple wire news 
sergice. but it insures that essential news of the day is available in a format suited to 
thet needs of smaller members of The Associated Press. 

4 2. Radio-TV Newscast Wires — To serve the needs of the large number of broad- 
ee stations which are members, The Associated Press provides continually revised news 
in a format suitable for immediate broadcast by the radio and television stations. This 
format includes periodic news summaries written in the form of five and ten minute 
nets scripts, urgent news bulletins on important events, in-depth coverage of important 


news, regional and local news pertaining to each member’s own area, and a balance of 


_ weather, financial news, farm news, and other news and newsfeatures to aid The 
A 


‘ociated Press’ broadcast members in keeping their listening audiences well informed. 
Sdfne broadcast members supplement this service in broadcast format with other wires 


off he Associated Press in the other four categories. 


t 


§ 
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7 Financial Wires — The Associated Press’ financial wires include up-to-the- 
minute reporting and analysis of the nation’s and the world’s business, and tabulation 
of trading on all major United States security and commodity exchannes from open to 
@ose of every trading day. The Associated Press provides complete and abbreviated 
daily and weekly stock lists at the close of trading and pre-closing complete and abbre- 
viated lists throughout each trading day. These services are available to) members on 
typesetting wires operating at 66 words per minute. In addition, memHers requiring 
faster service can receive up-to-the-minute complete tabulations throughout the trading 
day at either 1,050 or 2,100 words per minute over The Associated Press’ Dataspeed 
circuits, These Dataspeed circuits are also used to transmit Presidential texts and other 


important news documents. 


| 
| 
4. Special News Wires — This category includes all other Associated Press tele- 
typewriter news wires. These include the sports wires — general sports news, box 
| 


scores, play-by-play, race results, and feature sports news — and special Mire circuits 
if 


established by The Associated Press to serve individual needs of members or groups 

of members. | 
5. Telephotograph — The Associated Press Wirephoto service provides a variety 

of pictures on regional, national, and international events. along with daily weather 


nips, news maps, sketches, and color separations to over 700 newspapers and televi- 


. woe . | 
sion stations in the United States and Canada. In addition. The Associated Press also 
provides two less comprehensive telephotograph services to accommodate the needs of 


smaller members, and also supplies some small members with a daily selection of mats 


by mail in lieu of costlier wire service. 
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It should be recognized from the outset that the press use of private leased line 
facifjties has two features which tend to differentiate press use from other commercial 
use Ybut which resemble broadcast use). A majority of The Associated Press’ circuits 
are jeased for less than twenty-four hours per day, seven days per week, and these cir- 


cuits in general consist of a large number of short mileage sections. For instance, 


on wire service for a morning newspaper is from 2:00 p.m. to 2:00 a.m. local 


time and for an afternoon newspaper is from 2:00 a.m. to 3:00 p.m. Weekend service, 
of gourse, will vary depending upon whether the newspaper has weekend editions. The 
Associated Press news wires connect hundreds of newspapers and/or broadcasters by 
single networks. The result is short mileage sections, which significantly reduces the 
aE of mileage discounts to The Associated Press. 

j The problem facing The Associated Press is not merely the loss of traditional 
prdss rates for leased telegraph and telephotograph circuits. In fact, the line charges 
fox press telegraph service if applied to full-period use would exceed the present 
cofnmercial line charges in all mileage categories. The substantial increase in communi- 
cations costs faced by The Associated Press would be a cumulative result of the loss of 
TELPAK A and B, the proposed increases in rates for TELPAK C and D and the re- 
qiirement that press users lease such communications facilities greatly in excess of 
their needs without sharing, as well as a result of the loss of press rates for telegraph 
and telephotograph. The proposal to apply the commercial tariffs to the press for 
tegraph cannot be viewed in isolation from other factors which have increased and 


threaten to further increase the cost to The Associated Press of collecting and distribut- 


ing news. 


| 
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Prior to the termination of TELPAK A and B in August 1967, The Associated Press had 
leased 10,141 section miles of TELPAK A and 19 section miles of TELPAK B connecting 
| 


250 ‘cities from coast to coast. The savings realized by the use of TELPAK A and B 
permitted The Associated Press to expand and extend its news services and to deliver 
supplementary news services to more members. Thus, much of the increase in the over- 
all expenditures for leased line communications services between 1961 and 1966 shown 
in Attachment A represents an expansion of service by The Associated Press directly en- 
couraged by advantageous leased line tariffs. For example. TELPAK A was used to dis- 
tribgte The Associated Press’ abbreviated financial news wire service across the nation 
at minimum communications costs and during the five-year period the participation of 
members in this service increased 2320%. 3 


On August 1, 1967, TELPAK A and B were terminated. To convert! The Asso- 


| 
ciated Press’ TELPAK A and B to TELPAK C would have increased communications 


erases by $1,218,060 per year — an increase of 66.7% over prior rates. Therefore, by 
the end of 1967. The Associated Press had cancelled 6,290 miles of TELPAK leaving it 
with only 3,870 miles of TELPAK C connecting 114 cities east of Kansas City, Mis- 
souri. Despite this defensive action to reduce the impact of the loss of TELPAK A 

and B, the expense of leased line communications facilities for 1967 incréased $364,561 
over 1966. ! 

On September 1, 1968, another increase in TELPAK charges is scheduled to become 
effective. On that date, line charges will be increased another 12% and terminal charges 
will be increased 66.7%! The result will be another increase in The Associated Press” 
leased line expenses of $333,756 per year or 23% over present charges. Thus, within 
a 13 month period, the charges for The Associated Press present 3,870 miles of TELPAK 
will have been increased by $798,156 annually or 80.8% over TELPAK A. 


+) emate rane THe 
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On top of this, American Telephone and Telegraph has proposed in Docket 16258 

even more substantial increases in line and terminal charges for TELPAK C, which if 
permitled, would increase the charges to The Associated Press’ remaining TELPAK C 
by $631,072 per year or 42.8% over present charges. This represents an increase of 
$1,085,472 per year or 109.8% over the charges for the same circuits under TELPAK 
A. Furthermore, American Telephone and Telegraph has proposed to reduce the equiv- 
alency of telegraph-grade channels to voice-grade channels from 12:1 to only 2:1. 


the expansion of news service realized during the 1961-1966 period. 


This a further increase the cost of news dissemination and would tend to reverse 


Lucreases in charges of this magnitude for TELPAK services essential to the dis- 
semin§tion of news are incomprehensible when considered in the light of American 
Telephone and Telegraph’s prior representations about economies of scale, innovations, 
increasing volume, lower unit charges, and so forth. Such increases in charges are in- 
flationary and decidedly out of character with current efforts of the Administration to 
hold town spiralling prices. 

Furthermore, attempts by American Telephone and Telegraph to increase telegraph 
line charges are also difficult to reconcile with advances in technology. Voice channels 
can be split by multiplexing to provide a number of telegraph channels. The TELPAK 
A taxiff provided for a 12:1 equivalency, and The Associated Press through the use of 
its oyn multiplexing equipment is regularly splitting voice channels into 18 telegraph 
channels. Also, the Commission has recently approved equivalencies of 22:1 for inter- 
natignal submarine cables and 24:1 for international satellite communications. Thus, a 


reduttion in the equivalency for TELPAK is an unjustified waste of facilities. 


° 
Y 
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Impact of the Loss of Press Rates on The Associated Press | 
The attachments to this testimony designated Attachments A through H were 
prepared under my direction. As summarized in Attachment B, the specific impact of 
the loss of press rates for leased telegraph and telephotograph circuits on The Associ- 
ated Press would be to increase the cost of these services by $64,805.11 oer month or 
an increase of 23.8% over press-rate line and terminal charges. These faeces are based 
upon anticipated needs for telegraph and telephotograph service in September 1968. 
The reason for choosing this month was that significant reductions in the use of tele- 
graph and telephotograph lines should be realized by that time and we wish to present 
as realistic a picture of the long-range impact as possible. 


i 
Since The Associated Press is a non-profit cooperative, additional costs must be 


passed to the membership through increased assessments. The proposed increase in 
leased line and terminal charges through the loss of press rates is 13.7% of the entire 
cost to The Associated Press for American Telephone and Telegraph ets during 1967, 
when American Telephone and Telegraph charges to The Associated Press were 
$5,674,517. However, the proposed increase in equipment charges does not affect 

The Associated Press since it has for years owned and maintained its own equipment 
as a less costly alternative to renting equipment from American Telephone and Tele- 
graph. Thus, equipment costs are not included in the above figures. 

The increase in charges for telegraph and telephotograph would be m of the 
overall 1967 expenses of The Associated Press for domestic news collection and distri- 
bution and supplemental services of $38,420,232. However, the impact of these in- 
creased charges would not be uniform. It would fall heavily on supplementary services 


and‘on lines serving newspapers and broadcast stations for less than full period. 
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The increase in the cost of telegraph service for The Associated Press’ general 
news wires would be 27.4% overall, but as shown in Attachment C, the individual 
change ranges from small percentage decreases in the charges for circuits 7688-72 and 
7703 to increases of 317% in circuits 7602 and 7609. The increases in charges for cir- 
cuits 7663-80 and 7707 would be about $50 per month per receiving point — repre- 
senting increases of 63% to 88% over present charges. Each receiving point roughly 
represents one member, although there are more receiving points than members. 

Of course, a large impact would be on the cost of supplementary services such as 
financial and special news service. The average increase in telegraph charges for the 
financial wire services would be 153% of present press rate costs. As shown in Attach- 
ment E, the charges for circuits 7649 and 7650 would increase by over $75 per month 
per receiving point — that is, increases in excess of 200%. However, the greatest im- 
pact would be on circuits 7764 and 7765 where the increases in cost would be over 
$90 per month per receiving point — that is, increases of 536% over present charges. 

Furthermore, certain circuits transmitting special news services bear consideration. 
The overall impact on all special news would be an increase of 39.3%. The individualized 
nature of most of these services also makes it meaningful to consider the impact on them 
individually. Circuit 7607 in Attachment F shows the greatest individual impact. It 
connects an Amarillo, Texas, morning newspaper with the Albuquerque, N. M., bureau 
of The Associated Press. For circuit 7607 to be maintained without press rates, the 
cost would rise from $34.47 per month to $430.80 per month, a monthly increase of 
$396.33 or 1150%. 


Finally, the telegraph expenses of the radio-TV newscast wires would be increased 


17.7%. This increase is less than other news wires (with the exception of telephotograph 


| 
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service) because most radio-TV circuits are leased full period; therefore, the increase 
would be chiefly due to higher terminal charges. The Associated Press’ membership 
distribution in the broadcast industry is analyzed in Attachment H and compared with 
the ability of the various types of radio and television stations to absorb increased oper- 
ating expenses. The average financial condition of the different types of stations in 
this exhibit was taken from Commission publications concerning statistics for 1966, and 
is not wholly comparable to the distribution statistics; however, this information does 


| 
serve as a reminder that FM stations and UHF stations as groups have been operating 


at losses. 


The Need for Press Rates Generally 


The most important feature of the press-rate tariffs for telegraph is the provision 
for clock-hour rates. This permits the press user to obtain the service it Heeds and 
leaves the wires available for use by the common carrier when not needed by the press 
user. The economic importance of clock-hour rates for the press user is illustrated by 
comparing the overall impact of the loss of press rates on telephotograph, l(which does 
not have clock-hour rates) with the impact on the telegraph services of The Associated 
Press. In this regard, the lack of clock-hour rates for press telephotograph service has 
always been an obstacle to its expansion. | 

However, to encourage widespread dissemination of news the economy and flexi- 
bility of press rates should be extended to other leased line services. As show n in At- 
tachment A, since 1961 The Associated Press has been moving beyond telegraph and 


telephotograph leases to broader band leases of such services as voice-grade channels, 
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TELPAK. and carrier transmission system. This change has come about from advances 
which have occurred in communications technology and from the tariff liberalization 
which now permits customer channelization. It is less expensive to derive several tele- 
graph channels by splitting one leased voice channel than to lease individual telegraph 
channels. Furthermore, advanced technology in computers and data terminals, such as 
is employed in The Associated Press’ Dataspeed Financial services, permits transmission 
of news on voice-grade channels at speeds far greater than those possible by conventional 
telegraph. Exploitation of technical advances promotes instantaneous and widespread 
dissemination of the news. 

The trend away from slow-speed telegraph will continue as time goes on. Attach- 
ment B shows that telegraph services which The Associated Press plans to use in Sep- 
tember 1968 when annualized will total about $2,200,000 at press rates. In 1961 be- 
fore the use of Dataspeed, TELPAK, and various other broader band services, The Asso- 
ciated, Press expended about $3,850,000 for slow-speed telegraph services at press rates. 

Application of a press classification to all interstate leased line services would aid 
The Associated Press in fully exploiting new communications techniques. Substantial 
econgynies would be achieved by The Associated Press if clock-hour leases were provided 
at an frourly rate which is reasonably and proportionally related to the full-period service. 
For instance, The Associated Press’ Dataspeed Financial services use leased voice-grade cir- 
cuits nly from 10:30 a.m. to 6:30 p.m. eastern time, Monday through Thursday and 
10:38 a.m. to 1:00 a.m. eastern time, Friday. However, the applicable tariff requires 
that these circuits be leased for 24 hours per day, 7 days per week. The result is that 


valuable facilities lie unused 1212 hours per week for which The Associated Press must 


pay. Similarly, The Associated Press’ Wirephoto service is regularly operated 6:U0 a.m. 
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| 
to 2:00 a.m. Monday through Friday, 6:00 a.m. to 1:00 a.m. Saturday, and 1:00 p.m. 
to 1:00 a.m. Sunday, but The Associated Press is required to lease all telephotograph 
circuits for a full 720 hours per month. | 
Another feature which should be incorporated in the press tariffs to encourage 
widespread dissemination of news is leasing by bandwidth as well as by specific service. 
This would be helpful to press users in exploiting new information collection and dis- 
semination techniques. For example, The Associated Press has high-speed data fac:imile 
transmission systems in New York City and Washington, D. C. These systems require 
no more than service with a 9.5 kc bandwidth. Locally, Bell affiliates provide each 
system with 15 kc service. However, for interstate connection of these two systems, 
there is only 48 ke service which would make the cost excessively high. The current 
lack of interstate 15 kc offering is difficult to understand since comparable 15 ke serv- 
ice is available for program transmission by broadcast networks on a clock-hour or oc- 
casional basis. : 
| 
Conclusion | 
| 
The cumulative impact of the loss of press rates for telegraph and telephotograph 
and the increases proposed for TELPAK over the same circuits priced at TELPAK A 
would amount to an increase in cost to The Associated Press of communications serv- 


ices of $1,863,133 per year — an increase equivalent to 32.8% of its 1967 leased 


communications budget and 4.8% of its entire domestic budget — and! this figure 


does not include the economies which could be realized by extension of clock-hour 


pricing to all press leased line services. 
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Therefore, I believe that the widespread dissemination of news would be dimin- 
ished, linfited, and impaired by the abandonment of present press rates for telegraphs 
and teleppotograph. On the other hand, widespread dissemination of news would be 
facilitated by the establishment of a press user classification for all private leased line 
services. -A press classification has been traditionally recognized both here and abroad. 


Future press tariffs should apply to all private leased line services and provide for: 


- 
14 Twenty-four hour leases for one to thirty days per month; 
2 Clock-hour leases for the exact number of hours required per 
day, one to thirty days per month; 
Temporary leases for the exact number of hours needed; 
The leasing of bandwidth as well as specific services, one to 
thirty days per month, which could be channelized by the 
user with his own or leased channelizing equipment; and 
Sharing of any leased facility among press entities. 


¢ 
3. 
4 
« 
‘ 
4 


F.C.C. DOCKET Ko. 15094 
eae ks 7-Ben Exhibit No. i, S 
May 29, 1968 
101 


AT&T EXHIBIT 3 


TESTIMONY OF CHARLES L. CARTER 


My name is Charles L. Garter, and I rewide at 
70 Ridgeview Avenue, New Providence, New Jersey. I an 
employed by the American Telephone and Telegresh Company 
as Engineering Director-Methods of its Long Lines Department. 
My office address 4s 32 Avenue of the Americes, New York, 


N.Y. 10013. 


I. graduated from Georgia Tech in 1948, and wes 


granted the degree of Bachelor of Science-Electrica* 


Engineering. I was elected to membership in Tey Bete Pi, 
Phi Kappa Phi, Eta Kappa Nu, and the Briaerien Society, all 
honor societies. I ama senior member of the Institute of 
Electrical end Electronics Enginesrs. | 

‘ I was employed by AT&T in 1948 and since then 

heave held a variety of essigmusnts in the Plant and Sales 
Departments ss well as the Engineering Department in voth 
‘headquarters steff and operating area jocations. Just prior 
to assuming my present duties I held the position of General 
Service Engineer, with engineering responsibility in 
connection with new service offerings and revis! ons of exist- 
ing service offerings. For some time I was also responsible 
for the administrative metnods by which individual circuits 


| 
are designed by our Area Service Engineers. 


In my present position I am responsible for the 
technical methods used in designing the basic physical 
facilities which we use to provide communications services, 
as well as the manner in which they are connected together 
to form individual private line circuits or circuits for 
use in the network over which we provide message telephone 
service and other switched offerings. I am also responsible 
for engineering planning in connection with the development 


and introduction of improved types of facilities. 


I am one of the members of the American Fress3 
Telecommunications Technical Committee, which was formed in 
March, 1967 to explore and evaluate communications technology 


to determine ways it can be made more useful to the press. 


[ntreduction 


In this testimony I will discuss the engineering 
factors involved in furnishing private line services to the 
press. In order to discuss adeouately the engineering 
considerations involved, and as a background for my testimony 
concerning tne services furnished the press, I will first 
give a brief description of how we engineer and construct our 


fact ities in the overali, including these used to provide 


service to the press. 


Bell*system Network 


=The Bell System Companies have constructed over 
the years a comprehensive network of facilities. ‘The 


technology used of course has changed with time, depending 


on the state of the art. . 


Surrently about 95 per cent of Long Lines circuit 


mileage is provided by microwave radio relay systems and 
coaxial cables. Modern carrier techniques permit us to 

| 
multiplex thousands of voice circuits onto a single facility. 


By having many carrier-derived circuits share a 
! 
coaxial tude or a radio channel, substantial savings in line 
haul costs are achieved as compared with voice frequency 


facilities. However, this saving in line haul cost must be 
motened against the cost of the terminal equtrment that is 
neoded. For physical or voice frequency circuits the circuit 
cost is a simple function of distance, i.,e., a 200 mils 

cirguit will cost about twice as much as a 100 mile circuit. 
However, a carrier circuit has a fixed cost represent ing the 
cost of the multiplexing equipment, and thus for short 
distances the cost per mile of a carrier circuit is very 

high. However, the circuit cost rises more slowly with 
distance, because several circuits are using the sane facility. 


Thus as distance increases the carrier circuits goon become 


more economical. 


¢ The Bell System has also developed a family of 
short-haul carrier systems whose optimum utility is for 

short distances. These sygtems have lower terminal costs 
than systems designed for long haul use. Even these systems, 
nowered, are not able to match the economies of the long haul 


systems working at longer distances. And for extremely short 


a s the best economic choice is likely to be voice 


frequefiicy cable, even with its relatively high cost per mile, 


qv 


Thug we find that short voice circuits cost more 
per mile than do longer ones. This has been a basic fect 


since the introduction of carrier systems. 


Telegraph grade facilities have evolved over the 
Be much the same way as have voice circuits. Initially 
all of our telegraph circuits used physical facilities, open 
wire or cable pairs. Then, just as carrier facilities sup- 
planted pare physical facilities for voice circuit use, a 
similar technique evolved for deriving telegraph facilities, 
celled voice frequency carrier telegraph. In a voice fre- 
quency carrier telegraph system a number of telegraph channels 
are derived from a voice channel, by assigning each telegraph 


channel to a carrier frequency in the voice frequency range. 


Private Line Telegraph Service 
With the foregoing description of how we provide 


our basic facilities as a background I will next describe 


J 
how we provide private line telegraph service (Series 1000 


\e ooy 


channels) with particular reference to service furnished 


press customers. 


A total end-to-end service is made up of a number 


of Componentes One component is the interexchange channel. 
As I have discussed, we now use voice frequency Sorter 
| 


telegraph channels for virtually all of our OE ae 
exchange channels. This results in a cost pattern where 

short circuit segments cost more per mile than do vonger ones, 
for the reasons covered. As I will develop later, cincuits 
for service to press users are on the average shorter than 
circuits used for other customers. 


connects 


Another component is the local channel that; 


the customer's office with our central office. The locel 
channel customarily uses a voice cable pair in the sane cables 
as are used to provide telephone service to the customer, with 
the necessary auxiliary equipment. With respect to this com- 
ponent, there is no significant difference between eae 


users and others. | 


: Still another component of each circuit is the 
REE used to interconnect the interexchange channels and 
local cpennels in the central office. This is called special 
seeiess cireuit equipment, and also includes the vestboard 


appearances and apparatus needed for us to maintain the 


4 


; 
circuit in working order. Since units of special service 


circuit equipment are required for every service point on 
queseoute: this component is largely 2&8 function of circuit 
complexity rather than circuit length. As I will develop 
later, circuit layouts for press customers are more complex 


on th@ average than circuit layouts for other customers. 


The more complex a circuit is the more difficult 
St is{to maintain, and thus the more elaborate and costly 
the shecial service circuit equipment needed. We have 
designed and installed at key locations special hubbing vest- 
Sena called Data Observing and Testing Centers (DOTC) be- 
cause of the operating problems presented by multipoint 
telegkaph circuits. These centers contain automatic signal 
quality monitors to detect end isolate trouble conditicns 
rapidly. Also, on such multipoint circuits we must use a 
number of regenerative repeaters to correct the signal 
distortion that accumulates after a signal has passed through 


a number of circuit sections. 


Thus far I have discussed only the physical equip~ 
ment that makes up a telegraph circuit. But the engineering, 
instillation, and operating effort that goes into a circuit 
also’contributes to its overall cost to us. On our more com- 
plex and harder-to-maintain circuits we use extra miles of 


facilities to make sure that we can provide good service 


without excessive operating expense. This involves &' 


| 
| 
| 
technique called hubbing, which I would like to describe 
| 


next. 


| 
Consider a theoretical seven point circuit like 


that shown in Attachment A, Figure 1. Signals transmitted 
from A to G would have to pass through every interexchange 
Semncntace ion. Regenerative repeaters would be necessary 
at offices C and F to maintain transmission standards 
the circuit to work satisfactorily, since without the 


accumulated distortion in the transmitted signal from six 


interexchange circuits in tandem would be intolerable. 


Many of the points on this circuit might bé small 


towns, with maintenance forces on duty only pert-time. This 


would affect the performance of the entire circuit, spuce it 
might be out of service for a considerable period if a trouble 
occurred at an unattended point. To provide good service we 
do not design circuits this way. Instead we would design them 


as shown in Attachment A, Figure 2. 
e | 


| 
As shown in Figure 2, two major cities, © and F, 
are made “hubs” and the surrounding offices are fed on radial 
"spokes". An “overhead” circuit connects offices C and F 


frectiy. This circuit design has two important advantages: 
| 


Signals from any point reach any other point 
through a maximum of three voice frequency 
carrier systems, reducing distortion. 

The major offices C and F can quickly isolate 
and patch out a failure in the overhead circuit, 
and any other failure can quickly be isolated to 
affect only one city. This reduces the effect 


of troubles. 


Of course, hubbing increases the miles of facilities 
usec, since the section C-F replaces the much shorter D-E and 
A-C replaces the shorter A-B. But hubbing is standard prac- 
tice on all of our complex eaEedipotat circuits, in spite of 
the extra cost, because of the improved service it gives. 

As Tt mentioned, Attachment A shows 4 theoretical 
SECTS ttachment B shows an actual press telegraph circuit 
as anfexmaple of application of the hubbing principle. This 
shows hubs at Philadelphia and Newark as well as New Yerk, 


where! this circuit connects to other circuits. 


The identity of the users as such has no effect on 
the why we engineer a telegraph circuit. We do not design 
a 
our circuits one way for the press and another way for, say, 


an a% line. However, this does not mean that telegraph 


circuits furnished to press customers do not have certain 


. 
a 


f 


characteristics that can be identified. The nature of press 
use on balance requires more complex networks with shorter 
interexchange facility sections and relatively more terminals, 


| 
and thus more hubbing than required for other users. — 


We have made a study which shows the characteristics 
that bear upon the cost to us of providing private Line tele-~- 
graph service to press customers as compared with such service 
furnished to all customers. This study used available date 
covering all of the private line telegraph circuits which we 


had in operation on October 1, 1967. | 
| 
| 


This study shows that the average press inter- 
exchange channel section was 137 miles long compared to 237 
miles for all services. Short interexchange channels cost 
us more per mile than longer ones for two reasons: (1) a 
telegraph interexchange channel has a fixed terminal cost 
for the voice frequency carrier telegraph equipment, regard- 


less of length, and (2) the short voice eircuit itself costs 


more per mile. 


We also studied the factors bearing on circuit com=- 
| 


plexity. We fcund that the press is a greater user of multi- 


point circuits than are our non-press customers, and that the 
press circuits are more complex in terms of the average 
rpumber of interexchange circuit sections per circuit. This 


characteristic increases the amount and complexity of the 
special service circuit equipment needed on @& circuit, 


Specifically, we found that press telegraph circuits average 


about 16 facility sections per circuit, while the average 


for all services is about 5.3. 


From examination of these data I conclude that 
private line telegraph service furnished to the press, 
considered as a class, is no less costly to provide than are 
telegraph services furnished to others, and is probably more 


costly. 


One of the features of our present tariffs appli- 
cable only to the press is the availability of less than full 
period service (clock hour service). Ir there is to be any 
saving to us in facility cost resulting from clock-hour 
service, there must be a pattern of customer requirements, 
some for day se ‘vice and some for night service, fitting to- 
gether like pieces of a jigsaw puzzle so that the same 
facility can be used for two or more services. However, use 
of the same facility for two or more services furnished on a 
elock-hour basis inevitably increases the engineering and 
operating costs associated with a circuit, which must be 


balanced against the offsetting savings in facility costs. 


ach time a clock-hour service is to be established 
or rearranged it would be necessary to study a number of 


ether services - theoretically all services - to find|/ the most 


efficient layout. This would inevitably increase the engi- 

neering: efforts involved. Operating costs would also be 

increased to some extent by the extra work needed to make the 
i 


rearrangements at the proper time, and the chances for errors 


end loss of service would be increased. 


Matching of service requirements is further compli- 
cated oy the potential need to provide overtime service. For 
example, if Customer A 43 due to end his service at 8 AM, and 


Customer B begins his service at 9 AM, there would appear to 


be ample time for us to effect a change of layout. But 
Customer A may ask for overtime, extending his gervice period 
| 


to 10 AM thus upsetting the planned facility arrangement . 


Our experience with clock-hour telegraph services 


and the difficulty of arranging for any economical facility 

re-use has convinced us that the most economical way to pro- 
vide these services is to engineer them es if they were full 
time services. We have found that while in some cases it is 
possible to combine services so as to save some fecility 


costs, usually the extra engineering and operating expenses 


exceed the anticipated savings. 


Private Line Telephotograph Service 


awe furnish telephotograph service over voice 
grade facilities selected to meet the stringent transmission 
requirements needed to deliver satisfactory pictures. These 
facilities are then carefully equalized to control envelope 
delay and amplitude distortion which would otherwise cause 
impairment in the picture. The more complex the network the 


more difficult and expensive it is to control equalization. 


Control of circuit neise is a major problem on 
complex telephotograph networks. The amount of noise on @ 
network ig a function of the type and total mileage oF 
facilities used. ‘The telephotograph networks of the Associated 
Press and United Press International are so extensive that 
even using our best facilities would result in unsatisfactory 
performance if we did not further control noise, in the 


following manner. 


Pictures may be transmitted from several points 
in a telephotograph network, although only one point may 
transmit at a time. Attachment C shows a greatly simplified 


telephotograph network with one receiving point and three 


' 
possible transmitting peints, A, B, and C. One of thease, A, 


4s actually transmitting. At the hubbing point (H) special 
switching units, called tone operated control circuits, cut 


off the circuit sections between B and H and between C and H, 


sco that they cannot contribute any noise to the picture. 
We employ these tone operated control circuits exten- 


sively in the large press telephotograph networks. 


We must also select facilities for telephotograph 
service that are particularly stable (i.e., those that are 
not sudject to sudden changes in loss) or we must equip 
them with special level compensators. This is necessary 
because even very small level changes cause visible picture 


impeirment. 


In televhotograph service, as in private iine 
| 


telegraph service, short circuit sections cost more per 
| 
mile than longer ones. Also, complexity, and therefore 


| 
costs, increase as the number of service points and served 
Locations on the circuit increase. 


We made a study of our telephotograph services as 


of October 1, 1967. Our study of these shows that press 


circuits average 23.8 stations per circuit, while commerical 


| 
users are averaging only 2.1 stations per circuit. 


The technicel transmission requirements of press 
telephctograph service are very stringent, particulerly as 
to circuit noise and level changes, vdecause degradations 

| 


are quite apparent in a photograph repreduced on high quality 


equipmerg. Considering the effect that this has on engi- 
neering Jand maintenance requirements, and the greater com- 
plexity of press eircuits described above, I conclude that 
press telephotograph service is no less costly to provide 


that nor-press service, and is probably more costly. 


Data Channels 

¢ Next I would like to discuss use of our voice 
grade data channels (Series 3000 channels) by the press. 
We provide voice grade data channels using ordinary voice 
channels, except that we apply some design constraints to 
control, the parameters that affect data transmission. For 
example, we restrict the number of interexchange channels 
connected in tandem to three by use of the hubbing principle, 
to control amplitude and delay distortions. We also avoid 


some specific facilities which might cause data irregular- 
4 


ities, fven though they are suitable for voice use. 
; 


« 


Associated Press and United Press International 
, 


have ba@zun a program of replacing their major telegraph 
4 
cireutts with channels which they derive from multi-point 


(multigflex) which they are purchasing for this purpose per- 


voice = data circvits. The channel deriving equipment 


forms he same function as our voice frequency carrier 


telegraph systems which I discussed earlier. 


The two press associations, so far, are following 


different plans. Associated Press has generally ordered 

two point voice grade channels from us, and has instelled 
multiplex equipment at each terminal, They interconnect 

the derived telegraph channels to form a network, using 
regenerative repeaters as required. This network generally 
covers the country west of Kansas City, and is interconnected 
with some private line telegraph channels ordered from us and 


with a few regional circuits derived from multi-point voice 


grade data channels. 


United Press International, on the other hand, has 
| 
generally ordered multi-point voice grade data channels, 
each feeding a section of the country. The number of inter- 


| 
exchange channels in tandem in such a circuit must be 


restricted, because each carrier terminel adds noise and 
distortion to the circuit. The situation here is very mach 
like that described earlier in connection with privete line 


telegraph services, except that regenerative repeaters, of 


course, cannot be used on a voice grade data circuit. 


| 
I discussed earlier the improvement that hubbing 
makes in our ability to restore.a failed circuit. This is 
very important in the case of voice grade data circuits, with 


multiplex, since a failure of this service affects all of 


j 
1 
i 


’ 
the preds wires (of one press association) to a served 


locatio#.= 


Attachments D and E describe the layout of a 
mult tpognt voice grade data circuit serving New Jersey. 
For this circuit as shown, the ratio of channel route 
miles ue circuit pricing miles is 2.93 to 1. For comparison, 
our overall average ratio for multipoint services is about 
2.4 to i. This circuit has 37 circuit sections, compared to 
approximately 8 sections in the average multipoint voice 
grade circuit. Yhese characteristics indicate that the costs 
of someting voice grade deta channels for the press are no 


less than for others, and are probably greater. 


o 


Summer 
To sum up: 4n planning, engineering and construct- 


ing out network of basic facilities ws include the facilities 
needed to serve the press along with those required for all 
others. Therefore, with respect to such aspects of our 
operations, no distinction can be made between the press and 
other pustomers. However, when we look at the particular 
servicps of which the press are major users, such as private 
line telegraph and telephotograph, and at voice-grade dava 
service, we find there are identifiable characteristics 
introqueed by the complex nature of press operations which 
indicate that pregs service is no less costly to provide than 


service to others, and is probably more costly. 


. 
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AT&T EXHIBIT 4 


TESTIMONY OF WALTER B. KELLEY 


My name is Walter B. Kelley. JI am an Assistant Vice 
President in the Long Lines Department of the American Telephone 
and Telegraph Company in charge of its Marketing Department. 


My office address is 32 Avenue of the Americas, New York, New York. 


I attended Northeastern University and graduated with 
a Bachelor of Science Degree in Civil Engineering in 1941. In 
1952, I was awarded a Master of Science Degree in Business and 
Engineering Administration from the Massachusetts Institute of 


Technology. 


I joined the Long Lines Department in 1941. From 1942 
to 1945, I was on active duty with the United States Naval Reserve, 
serving as an officer in the South and Central Pacific. In 1945, 
I returned to the Long Lines Department and thereafter hele various 


technical and supervisory positions in the Plant, Traffic, Commercial 


and Accounting Departments. In 1956, I wes appointed a General 


Accountant in the General Departments of the American Telephone 

and Telegraph Company. In 1957, I became Assistant Comptroller 

of the Bell Telephone Company of Pennsylvania. In 1958, I returned 
to the Long Lines Department serving as the Eastern Area Plant 
Menager. In this capacity I was responsible for Long Lines plant 
operations serving, among others, the press and broadcasting 


industries in the northeastern section of the United States. 


| 
123 | 
| 


In 1960, I became Eastern Area Sales Manager, supervising all 
Long Lines sales and customer service activities in the north- 
eastern part of the country 4ncluding the press and proadeast 


industries. In 1962, I assumed my present position in charge of 


| 
The responsibilities of the Long Lines Marketing Department 


the Long Lines Marketing Department. 


include the determination of market needs for Long Lines services, 
coordination of the development and structuring of new service 
offerings and changes in existing ones, and the preparation and 
filing of interstate tariffs. 
| 

The Present Situation 

The existing “press” exception rate structure is 
an outgrowth of the Private Line investigation. In ite Gis sposi- 
tion of that case, the Commission prescribed and punordzed 
revisions in the rate schedules for private line telegraph 
and tel :photograph services as well as for other services under 
investigation. The Commission found certain elements in the 
private line telegraph rate structure, such as the clock- 


hour schedule and supplemental service, to be unlawful and pre- 


seribed a uniform oh hour 7 day per week rate schedule. So far 
as telepuotograph services were concernec, such services were 
peing offered only on a uniform 24 hour per day, 7 day per week 
rate schedule prior to the Commission's orders terminating the 
Private Line investigation, and this structure was retained. 


However, the Commission did authorize changes in the ldvel of rates 
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for interexchange channels and channel terminals, and added a new 
locel channel rate element. Rate changes were also authorizec 


for telephotograph equipment items. 


Upon reconsideration, following petitions filed by certain 
press interests, the Commission deferred the application of the 
prescribed and authorized rates for private line telegraph and 
telephotograph services where these services were used dy the press 
in the collection and dissemination of news. Thus, on October alm 


1964, when the private line rates flowing from the Final Decision 


in the Private Line Case became effective, there came into being 


exception rates for the press for telegraph and telephotograph 
services. These were the rates and regulations which had been 
in effect prior to that time for all users. As @ consequence, 
the press customers have continueé to be furnished telegraph 
services under clock-hour and less than 7 deys per week rate 
schedules, including supplemental service, temporary service and 
overtime service at rates generally lower than for telegraph 
services provided to other customers. when the telegraph 

rate changes were made August 1, 1967 the "oress" exception was 
continueé. The telephotogreph services furnished to the press 
since 1964 are rrovided under rate schedules which have the seme 
general rate structure as for other customers but at different 


levels of charges. 
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What Services of what Customers Qualify For "Press" Rates 
| 


With these two different rate schedules in the tariffs, 
to be applied according to the identity of the user ang the 
purpose for which the service is being used, 2 difficult question 
of administration is immediately presented. in the Private Line 
Case the Commission ordered upon reconsideration that, until further 
investigation, "the rate prescriptions end authorizations shall 
not be applicable to private line telerraph or to privete line 
telephotograph services utilized by the press in the callection 
ané dissemination of general news for publication either through 
the press or through radio proadcastine stations." It stated that 
the term "press" includes "press associations, news agencies, radio 
networks, radio broadcasting stations, newspepers, marazines, 
periodicals and other publications of general circulation which 
collect, disseminate or publish gencral news for the information 
of the public." Further, the Commission stated that the term 


"general news” includes "an eccount of current events, pubdlic 


announcements, information relating to finance, science, commerce, 
religion, civic, 


information of general public interest. 


In the teriff provisions filed in compliance, with the 
Commission's order, the Bell System included the some ‘écfinitions. 
The definitions became effective October 1, 1964 and are now 
found in Tariff F.C.C. No. 269, Page 27, Pararreph 2.5. Because of 
continuing problems of classification, the tariff regulations were 
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clarified effective March 24, 1966, to provide that more than 50% 
of the information transmitted guring 2 billing period must be 
general news for publication in order to qualify a service for 


"press" rates. Television networks and television broadcasting 


Ah 


‘press" entities. 


stations were also adaed to the list of 


4 
A of October 1, 1967, 6S customers were receiving 


"press" exception rate treatment for telephotograpk services. 


They bc ae following: 


: 1. Associated Press, The 
‘ Dow Jones & Co., Inc. 
Fairchild Publications, Inc. 
i Newsweek, Inc. 
: 


United Press International, Inc. 
U.S. News & Worle Report. 


b 2 
On the same date, 81 customers were receiving such rate treat- 


ment for belegraph services. They are listed on Attachment A 


hereto. | 


{ 


Customer Date - Telephotograph 


Among the reasons given by the Commission for reopening 
this docket was the fact thet on Ausust 1, 1967 new rates for 
private ine services, inclucing telerreph and telepnotograph, 
became effective. These rate changes, avein, were not made 
applicabl= to the press. Attachment B hereto is a table which 
compares existing exception telephotograph "press" rates with 
rates which became effective for all others on October 1, 1964 


and with those rates as revised effective August 1, 1967. 


Attachment C hereto shows the overell effect on "press" 
customers if they were reouired to pay the seme celephotograph 
rates as all others. Overall charces toteline £172,455 
per month as of October 1, 1967 woulé be incree 1 $15,188, 


or 8.8%. 
| 


Attachment D hereto provide breakdown of th “press” 
rated ‘elephotograph revenues by customers and shows how the 8.8% 
increas? would be aprortioned amoneé them. Sane 
customers would receive Gecreases and bree 


increase. . 


entire market provided under our interstate privete Lit 
photograph service offering of Series 4002 type channels. t 
shows thet es : 1047 “press” rated services accounted 
for 86.4% of totel Series 902 telephotorraph revenues} 


° 


Pad 


unusual situation, since over 85% of 


tota 

seraph revenues flow from the “exeeption” rates and les 
6 1 
are derived from res applicab: 


rat 
there is no justification : his situation to continue. 


/ AVAILABLE 
nal bound volume 


Customer Data - Teletypewriter * 


As stated above, in the Private Line Case the 
Commission, ordered the elimination of the clock-hour, less than 


7 day a week, and supplemental service features of the teletype- 


writer were schedules insofar as they applied to all customers 


other than press. 


The clock-hour schedule provides hourly rates per 
mile per month graduated in four steps with the lowest hourly 
rate curing the night and early morning hours ana the highest 
rate applicable during the Gey hours. A customer's rate for 7-day 
service is determined by multiplying the number of service hours 
in each rate step by the hourly rate for that eten and adding 
them. If the service is for fewer then 7 Gays per week the rate 
Geterminecé above is multiplied by a specified percentage es shown 
in the tariff table for Getermining the rate appliceble for the 
number of days per week the customer desires service. fttachment F 
hereto is a summary of the principal components of the clock-hour 
rate computation table. The Commission, in the Private Line Case, 
found the clock-hour and the less than continuous service rate 

2 

schedules to be unlawful end prescribed that the intercity tele- 
graph channel rates be for continuous monthly service only. 


EEE 


* "private Line Teletypewriter" as used nerein refers to Series 
1000 cHannels for use in Morse, Teletypewriter, Data or Tele- 
typesetter applications, all of which were formerly referred to 
as "tekegraph” services. 


BEST COP‘ 
from the origi 
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Supplemental service is private line teletypewriter 


service that connects any or ell of the same stations asi a cus- 


tomer's primary services. For the most part it is used to meet 


peak traffic period requirements, or as an overflow service. 4 


customer having a primary service (either 45, 55, or 75 'bauc) 
| 


can order supplemental service of a line speed the same as or 
lower than the primary service. It is furnished for one or more 


hours per week, in hourly multiples, and the periods of isupple- 
| 
mental service must fall within the pricing periods of the 


customer's vrimary service. The Commission, in the Private Line 


Case, found the provision of supplemental service to be unlawful 


a 


| 
because the costs of providing such service were determined to be 
| 


not significantly different from the costs of vroviding |} continu- 
| 

ous service. 
| 


Terminations for teletypewriter chennels furnished 


: i 
at "press" exception rates reouire the application of two rate 
elements, Drop Service and Local Chennels. The Drop Service 


charge applies only in the case of multi-point services) et inter- 


mediate points, anc then only once for each exchange where 
; ay : | : 
service is provided, regardless of the number et stations served 


” 


in thet exchenge. For all customers excent the press"! users, 
| 
there is now only one rete element for terminetions of teletype- 


writer clgennels, designated the Service Terminal charge. 


( AVAILABLE 
ya! bound volume 


Atyachment G hereto is a table which shows how rates 
for teletypeyriter services under the "press" exception rate 


schedule comSare with rates that became effective for other than 


"press" on odtover 1, 1964 and August 1, 1967. 


4 
Attachment H summarizes the charges which 81 customers 


were paying FS of October 1, 1967 for "press" exception rated 
Sa services and shows the differences which would 
pe paid if rbeuter existing rates were applied for each service. 
The eee are listed in descending order, eccording to the 
amounts by eco their present charges would be increased or 
decreased. }mere clock-hour, less than 7 days a week and 
supplemental services are now in use, it has been assumed that 
private line teletyoewriter services would be retained in each 
ease on peaeaets of 7 dey a week 24 nour service. This would 
probably not be true in all cases, so to some extent the 


increases awe overstated. 


« 


Aetachment I hereto shows e breakdown of total monthly 
revenues robe ‘press” rated teletypewriter services by charges 
for Aeasete s, terminals’ and equipment. It also shows the 
estimated shorease in these charges if the "press" exception 
rates were Liiminates, ané indicetes an increase of $246,623 


or 28.5%. 


In 1966 we modified our tariff to permit multiplexing; 
or channelizing, of private line voice grade data channels by 
customers. The two major wire services, Associated Press and 
United Press International, are in the process of implenenting 
a program to replace their teletypewriter services with multi- 
plexed eee grade data services. These programs are scheduled 
to be subsvantially completed over the next year. This means that 
since AP and UPI will have replaced much of their "press! exception 
rated teletypewriter service with voice-grade data services, they will 
avoid the impact of the elimination of such press exception rates. 
In the October 1967 data shown on Attachments H and I, of the 
$246,623 increase to all press customers if the' ipresg! exception 
rates were eliminated, AP and UPI increases were calculated to be 


$145,889 or about 60% of the total. 
‘ 


Practically all of the use of supplemental services 
is by the Associated Press and United Press International. Their 
requirements for this service should be greatly reduced as a 


result of their multiplexing programs. 


pf the remaining customers for press teletypewriter 
services, exclusive of AP and UPI, our inventory reveals that 24 
are customers for extension service only. Extension Beriaice is 
| 


provided to press customers, among others, for connection to 


certain U.S. Government private line services which disseminate 


material sych as weather information. As a result of the 
elimination of the "press" exception rates, six of the above 
mentioned 2 customers would receive monthly increases of about 
$2.00; andfeighteen would receive decreases. (See Attachment H) 


g 
Customer Data - Other Private Line Services 


} 
thus far I have referred only to those services for 


which *excbption" rates are now in being, and the customers for 


8 
those services. Press interests have also urged that they 


should not only be permitted to retain the current exception 

rates put ¢ehat a special rate classification should be established 
for private line services in general provided for press users, 

In view 0 this we have made a study of the use by Long Lines 
customers of private line telephone, voice grade data and Telpak 
services in the collection and dissemination of news. The 


4 


results of this study are shown on Attachment J hereto. 
* 
peace use of private line telephone service can oe 
broadly classified into three general categories: collection and 
4 


dissemination of news, internal administration and news 


proadcasth. 


Several newspapers, radio stations and news services use 
tie lines or foreign exchange services to collect last minute news 
items from locations distant from the news offices that are the 
regular sources of news. Several of these services radiate from 
Washington, D.C. because of the high incidence of late breaking news 


stories that originate there. In other cases, where ayneusnspes or 


radio station serves a geographical area away from the! news office, 


it has a private line for the collection of last minute stories. 
| 
, in several cases where the printing plant of la publication 
| 


is located away from the news office, a telephone private line 

4s used to transmit news items that develop as the printing 
deadline is approaching. These services are also used part of the 
time for general coordination of the printing process and to make 
changes sin the layout of the publication as a result of late news 


| 
stories? 


t | 
Some private line services are used for the transmission 
of news stories from a reporter in the field or news commentator. 
In this ,type of use, the story is read over the telephone line and 
recorded at the radio station for later broadcast. 


The two major uses of voice-grade data service by the 


‘ 


press are for multiplexing into teletypewriter-grade channels or 
for transmission of high speed data over the full voice-grade 


channel. As stated above, the two major wire services, Associated 


\] 
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Press and uhitea Press International, are replacing most of their 
existing teletypewriter services with voice-grade data services 

which are then multiplexed to derive numerous teletypewriter channels. 
These teletypewriter channels are then used for the transmission of 
news stories of various kinds, in the same way the individual private 
line teletyoewriter services were previously used. Where press 
customers, however, are using voice-grade data channels directly for 
Data-Speed type transmission they are generally sending news that has 
been computier hyphenated and justified for direct input to teletype- 
setter equipment. For example, a wire service will receive informa- 


tion on transactions from the major stock exchanges anda feed the 


% 
information into a computer. The computer justifies the various 
€ 


stock tables and then transmits them over a voice-grade data service. 
They are received in a form that can be directly introduced into type- 


s 
setter equipment. 


drivate line services that are provided in Telpak 
cover the broad spectrum of telephone, teletypewriter, telephoto- 
graph, voite-grade and wide band data types of service. However, 
individual! Telpak sections vary widely in the percentage of services 
that are used for the collection or dissemination of news. Some 
sections age almost completely devoted to such services, while other 


' 
sections contain a very small percentage of services that are used 


for such purposes. 


i 


- 
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No Special Classfication of Rates for "Press" Private 


Line Services is Warranted. 


We have examined in detail the requirements x the 
press for communications services and the manner in which we meet 
those requirements. The requirements of the press wire services 
for teletypewriter and telephotograph services tend to be relatively 
complicated in that material must be transmitted to many locations 


simultaneously. Mr. Carter discusses in his testimony how the 


provision of these services tends to be more complex than the 
provision of the same type of service to customers generally. The re- 
quirements of customers using extension teletypewriter services are 
the same as those of other extension service users. nile many 
press customers have understandably taken advantage of the clock- 
hour rate schedules available to them because they save money by 
doing so, other customers no Goubt would also like onty part time 
service, as was evidenced by many of them who took such service 
prior to its elimination by the Commission. The manney in which we 
provide these services is similar to the provision of teletypewriter 
services in general. In the overall, there are no significant 
service requirements, operational characteristics, or methods of 
providing teletypewriter or telephotograph service chat would 


justify lower rates fa the press. 


é 


Turning to other services for which press exception rates 
do not now apply, I reach the same conclusion. Private line telephone 
services are needed by the press for basically the same reasons as 
by other customers. Voice-grade data channels are provided for 
several different pruposes, such as to accommodate the development 


of multiplexed teletypewriter grade channels, or to permit high speed 


‘ 
paper tape Gree of stock market tables and delivery of news 


to remote printing plants. Our other customers use voice-grade 
t 


data channels for comparable applications. 


Depelopments in the press industry indicate greater 
possibilities for future uses of common-user switched network type 
services. This should become particularly true as data applications 
grow in the woice-grade and higher speed ranges. In such cases, it 
is apparent ‘chat the Telephone Company services provided to meet 
those needs will be similar to those services provided for other 


subscribers. 


In summary, there appears to be no justification for 
continuing the exception rates applicable today for telephotograph 
and teletypewriter services nor to establish such categories for 


other services. 


Trends in the Use of Communications Services by the press 
| 
There are great opportunities for the press industry 


in both the short and long range future to use new COVE SEBS in 
communications along with new technological developments within their 
own industry to achieve the economies and operational imorovenents 
they seek. We are extensively involved with the press : industry in 
the planning and implementation of communications systems for this 


purpose. 


The technological impact of the computer will bring 
| 


about major changes in press operations in the future and changes 
in their use of communications will go hand in hand. currently 
there are a large number of computers in use by the press for 
hyphenation and justification of copy, and this number is growing 
rapidly. Computers are also used to collect stock market trans- 
action information and arrange stock market tables tor high speed 
transmission to newspapers using voice-grade data channels. Future 

computerized information systems have the potential of permitting wire 
services to store and update news in computer memory which could 
be selected and retrieved by individual customers. This would be a 
major change indeed from the current operation of broadcasting 
all news on various type news wires for which the individual user 
may find that only a small percentage has value to him. Access to 
these computer memories could be handled by low and nigh speed 

| 


switched common-user data systems. 
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High speed facsimile 4s used today on a limited scale 
for transmittal of copy or advertising from editing locations to 
printing locations. Wide band services such as Data-Phone 50, 
Series 8000 and Telpak Channels can play an increasing role in 
press operations. Data-Speed Service, using both voice private lines 
and the switched voice network, can also grow as 2 tool in newspaper 


production systems. 


4 
Through use of voice-grade private line telephone 
services audio news tracks are developing as a "packaged" news 


source to radio and TV stations. 


The press customers use the whole gamut of Telephone 
Company interstate common-user services: Message Telephone, 
Data-Phone, WATS, TWX. These types of services are expected to 


grow in relative importance in the future. 


I? is my firm belief that these cooperative efforts 


offer the greatest opportunity for solution to the vress's needs 
rather than continuation or enlargement of preferential rate 


structures. 


| 
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List of 81 Customers Obtaining Bell system 
Interstate Frivate Line Teletypewriter Service 
In 


at "Press" Exception R 


Advance News Service 

Agence Fyance Presse 

American Metal Market 
Associated Press, The 
Beaumont Enterprise & Journal 
Beloit Daily News 

Billboard, The 

Bond Buyer, The 

Boston Globe 

Boston Herald Traveler 
Boston Record American 
Buffalo Evening News 

Capital Newspapers 

Charlotte Observer 

City News Service 

Columbia Broadcasting System 
Commercial News 

Construction Digest 

Copley News Service 

Daily Eagle 

Dow Jones & Co. - Wall St. Journal 
Easton Publishing Co. 
Evening Star, The 

Fairchild Publications, Inc. 
Fishers Blend Station, Inc. 
Fosters Daily Democrat 

Globe and Mail 

Joplin Globe & News Herald 
Kansas City Star 

L.F.M. News, Inc. 

Los Angeles Times Syndicate 
McGraw-Hill 

Memphis Commercial Appeal 
National Broadcasting Company 
News Syndicate Co., Inc. 
Newsweek 

New York Times 

Oregonian Publishing Co. 

Our Sunday Visitor 

P.R. Wire Service 

P.A.M. News Corp. 

Publishers Newspaper Sysndicate 


ha] 
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_ 


Reporter Magazine 

Reuters Ltd. . 

Scantlin Electronics 

Scholastic Magazine 

South Bend Tribune 

South Eastern Newspapers 

Southern Newspaper Sentinel 

Statesman Printing Co. 

St. Louis Post Dispatch 

Tame, Inc. 

Triangle Publikations, Inc. 

Union Tribune #Publishing Co. 

United Press International 

U.S. News and World Report 

Western States Meat Packers Association 
Westinghouse Bdestg. Co. 

Worcester Telegram « Gazette 

WBUD Inc. 3 

WDBO AM FM TV 

WEPM | 

WESH TV 
WFGA TV 
WFLA TV Tribune Co. 

WFMD Monocacy fBdestg. Co. 

WHAG ¢ 

WHPL Shenval hacste. corp. 

WHWH Nassau Bdestg. Co. 

WINC Radio 

WJXT TV 

WKYR ! 

WNCT Park, Fy H Bdesteg. 

WSFA TV 

WSNJ Eastern races Bdestg. Co. 
WINT Radio 

WIVT TV 

WWBZ Communi th Bdestg. Service 
WWVA 

WXVA Radio | 

Ziff Davis Publishing Co. 


7 
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COhPaAKATIVE HalES - TELEPHCTOGRAPH - TYPE 4002 CHANNELS 


MONTHLY CHARGES 

Interexchance Channels (Helf-duplex) 
j | Effective 
pre 10-1-64 8-1-$7 
Miles (Press Exception) Non-Pr: | Non-Prezs 
0-25 

26-100 
101-250 
251-309 
301-500 
501-70 
701-1590 
1501 and over 


+ 

ho 
WI 
Cw 


o 


or Service 
erminal _ 


15.00 
25.90 
Seroeeentatie 25.00 
Local Channels 
One-way 


Two-way 
a 


Equipment 
sgquipmeny 


= 

VL 
. 
C 


IXC £w. Argt. CCS 

Add'i. Keys 
Same Bldgs. CG5 
De fetuemae CY5 
Other Premises DR5 


es oe 


oO. ao 
www 
WU oO 
ANDO 


All other equipment rat 
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BELL SYSTEM INTERSTATE TELEPHOTOGRAPH SERVICE 
TYPE 4002 CHANNELS - 10-1-67 INVENTORY 


? 
4 
; MONTHLY CHARGES 
t 


Increase If 
At Press Press Exception 
Exception Rates Rates Eliminated 


Interexchdnge 
Channels j $141,697 $-12,471 - 8.8 
Terminals, 19,510 +26,890 $137.8 


Bquipment; 11,248 + 769 + 6.8 


Total $172,455 $415,188 + 8.8 
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BELL SYSTEM INTERSTATS TELsPHOTOGRAPH SERVICE 
TYPE 4002 CHANNELS - 10-1-67 INVENTORY 


MONTHLY CHARGES 


Increase If | 
At Press Press Exception 
Customer Code Exception Rates Rates Eliminated % Change 


ot $ 20,080 $- 3,455 -17.2 
59 89,490 +10,185 | +11.4 
. 62 914 £ 
. 69 1,416 - 164 
80 57,766 + &,600 
19 _2,789 -__—56 


$172,455 $415,166 
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3RELL SYSTEM INTERSTATE TELEPHCTCGRAPH SERVICE 
TYPE 4002 CHANNELS - 10-1-67 INVENTORY 


At Press At Regular Rates As } 
Exception Rates (Non-Press) Total Of Total 


6 22* 28 «21.4 


MONTHLY CHARGES 
: 
% 


No. of Cust¢. 
Interexchange 
Channel Pricing 

j 4-7 273 8,147 55,420 85.3 


Miles 

' 
Total Revenge 3172455 327,155 $199,610 86.4 
4 


ad 
* 4.7.47. Ling Lines Department Customers Only 
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PRIVATE LINE TELETYPEWRITER 


PRESS EXCEPTION RATES - INTEREXCHANGE CHANNELS 


Clock-hour Schedule | 


Hourly Rate Table 


Service Hours Per Hour Per Mile 
Between Per Month 
Sanday, 
- and 
and 
and 


Table of Percentages for 7 or less days service and for 
| 
Per Mile 7 Days 6 Days 9 Days 4 Days 3 Days 2 Days 1 Day 
4 |g 
i4 


declining rates with distance. 


First 250 miles 85 75 60 
Next 250 miles “ 355) 76.5 67.5 ol 
Next 500 miles 7€ 68 60 48 
Next 500 miles SOLS ome. Cte 
Eachy add'l mile 6 51 4S 36 
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| 
| 
Effect On Individual "Press" Customers 
If "Press" Exception Rates Were Eliminated | 
For Teletypewriter Service. (10-1-67 Inventory) 


ry 


Present 
Monthly | 
Customer Code Charges| Increase 


$252,490  $ 81,858 
247,340 64,031 
133,877 23,835 

30,570 12,941 
40,060 9,814 
9,249 
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Present 
Monthly 
Charges Increase 


$ 


Customer Code 


* Extension Service Users Only 
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| 
Effect On Individuel "Press" Customers 

If "Press" Exception Rates Were Eliminated 
For Teletypewriter Service Based On Service In Effect 10-1 67 


Incres.se | Increase At 
Present Monthly At Current | Filed 11-1-68 
Customer Code Press-Rated Charges Non~Press Rates | Non-Press Hite: 
SC TOES messanavea vaarges SS SSS eee 


$252,190 $81,858 | $82,357 


2.7, 340 
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Increase Increase At 
Present Monthly At Current Filed 11-1-6° 
Customer Code Press-Rated Charges Non-Press Rates Non-Press Rs' 


$ $ 


* Extension Sérvice Users Only 
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81 Press-Rated Customers 
Bell System Interstate Teletypewriter Service 
Series 1000 Channels - 10/1/67 Inventory 


Monthly Charges 


| 
| 
Increase If Press 
At Press Exception Rates 
Exception Rates Eliminated | 


Interexchange 
Channels $494,110 $+142,962 


Terminals 166, +44 +107 ,'+70 
Equipment 203,697 - 3,809 
Totale 864,25] +246 623 


Y AVAILABLE 
nal bound volume 
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81 Press-Rated Customers 
Bell System Interstate Teletypewriter Service 
Series 1000 Channels - 10/1/67 Inventory 


Monthly Charges 


Increase If Press 
At Press - Exception Rates 
Exception Rates Eliminated % Change 


terexchange 
Cha é $494,110 $+142,962 +28.9 


In 


Terminals 166,444 +107 ,470 +64.6 
Equipment 203,697 + 50,289* +24 .7* 
Total 864,251 +300,721* +34.8* 
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Long Lines Customers 
Services Used for "Press" Purposes 


October 1967 Data 


No. of No. of Monthly 
Customers Services Revenue 


P, L, Telephone 25 71 $ 72,720 


Voice Grade Data 5 25 | 28,890 


Telpak (Note 1) oes 199,110 (Note 2) 


Notes: Regarding Telpak - 

(1) Telpak contains many different services, some "press" 
and some administrative. The Telpak services shown here 
include some "press" services but do not necessarily meet 
overall the test of over 50% of the information trans- 
mitted being general news for publication. 

| 

Revenue figure includes charges for base capacity |plus 

service terminals but excludes station equipment. 
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Before the 
154 ___ FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


Cry 


COMMON CARRIER 


In the Matter of BUREAU EXHIBIT 1 


AMERICAN TELEPHONE AND TEL EGRAPH COMPANY 


and . 
DOCKET NO. 15094 
-THE WESTERN UNION TELEGRAP:I COMPANY 


nd Classif fications for Private Line 
» ang Private Line Telephotogra aph 
Furnished to the Press 


weouvvuvvuvee—rvueesY 


REQUEST FOR DATA 
1. Counsel’ for the Common Carrier Bureau wil] request at the pre- 
hearing conference presently scheduled for January 18, 1968 that the 
to ghis proceeding supply the data called for in the attached 
/ This data request is not to be pereiaeree all inclusive and 
is, of course, to be in addition = any other data or information which 
the parties, thauselves may consider to be necessary <a 1d relevant under 
the Order reopening the record in this procecding. 
2. The tables A - F are intended to be completed by the carriers. 
-q are intended to be completed by the news services. Tables 
1 - 2 are j, be completed by those engaged in the dissemination of news 
4 
to the public. 
3. oo tebles are being distributed in advance so that the pa 
position to discuss them at the prehearing conference. 


Ail parties vised that the unders 


— —= 


es 
L/ Copies | of the actact 
3 


*. 
. 


Docket No- 
Presented by 


' 
\ 
\ 
\ 
’ pispocition Received 
t 


. 


Pejected - —————— 


Reporter ARES = | 


as counsel in this proceeding. Service of documents pursuant to Section 
1.47(c) of the Rules should be made on the undersigned. 
Respectfully submitted, 


Common Carrier Bureau 


By: 
Ernest Nash 


Paul W. Hammack, Jr. 
Counsel 
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Illustrative Table A 


Private Line Telegraph Press Service Mileage Usage Data if Service 
Furnisg.d at Rates Applicable to Other than the Press 


(Keme of a Furnishing Service) (Name of Customer for Service) 1/ 


{ Rate per 
L Mile Chargeable Charges 


er Month Miles GRE) 
(2) (3) 4 


60-75 i 

1/2 Duplex 

lst 100 Miles of each pricing secticn $1.10 
Noxt 150 Miles 0.98 
Next 250 Miles 0.56 
Next 500 iiles 0.12 
Each Adétl 1S1e 0.28 


Duplex 
st 100 Miles , 1.54 
Next 150 Miles z 1,078 
Next 250 Miles F: 2616 
Next 500 Miles 062 
Fach Add!l Mile Y: 2308 


100 Speed 
1/2 Duplex 
3st 100 Miles 
Next 150 Miles 
Next 250 Hiles 
Next 500 Miles 
Each Addt] Mile 


Duplex 
Ist 100 Miles 
Next 150 Miles 
Next £50 Miles 
Next 500 Miles 
Each Addtl Mile 


a 


1/ Meke similar table for each customer of press service and for all 
customers of press service combined, 
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158 Illustrative Table C 


Private Line Telegraph Usage Data for Press Service on Basis of Charges 
to Press ang Charges Other than to Press for Loops, Drops, and 
Service Téerminals. 


(Name of Carrier) (Name of Customer for service) 


; Monthly Charge _ Total 
Iters Charaed Press to Press Number 1/ Charne 


Loops < 

60 Speed Service $6,00 
6.60 
7-50 


tensions to Loops 
60 Speed Service 1.50 
15 0 u 1.65 
100 n tt 1,88 
Drops 
60 or 75 Speed Service 10.00 
100 Speed Service 12,50 


Monthly Charge 
to Others than Total 
to Press Number 2/ Cherge 


Service Terminals 
For the first station at 
a service point 
Single 
60 or 75 speed 
100 Speed service 


Dupl.ex 
60 or 75 Speed service 
200 Speed service 


For eack edditional station 
at the sare service point 

Single 
60 or 75 Speed service 7-50 
10 Speed service 8.25 

Duplex 
60,0r 75 Speed service 8.25 
10 Speed Service 9.08 

L/ As counted on basis of Press retes and service 


2/ Press seryice countec 2s if service furnished to Press at other than Press rates. 


\S eg Sy 
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Se~yice Circuitry Usage 


Dat var ow, 
Oe Dens 


n the same detail 


tion ere to be shown in th me detail as 
s or less of each pricing 


~ 


ing sec 


ery service 


vriee would 


+ all recipients in total. 


Y AVAILABLE 
jinal bound volume 


. | Sumery ~ esentation of P: 


Cieme of Carrier Furnishing Service) 


First 100 miles or less of each pricing section 


6b - 75 speed circuits 
- 1/2 Duplex 
f 1 Day Service 
Starting Tire 
x 
8 hour service 
9 hour service 


10 hour service 
ii 


" 
2), hour service 
JA 
8 how service 
9 hour service 
wv 
23 hour service 
Lip 
& hour service 
: 9 hour service 
2 Day Service 


7 Day Service 
Duplex 
100 speed service 


1Olst — 250th mile of 
25lst - 500th mile of 


ch pricing section 
each pricing section 


ate as to the he 
time . 


Data to be show 
are to be shown i 


Deta to be shown 
data for 1/2 Duz? 


Data to be ston 
as data for 60 - 


Data for each mit 
data shown for %: 


Data for supplez< 
primary service. 


5O0lst — 1000th mile of each pricing section 
All miles in excess of 10COth mile of each pricing sectim 


¢ 
a 


Data to be shown for each récipient of service separately anc 
J 
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161 Illustrative Table E 


Analysis of December 1957 1// charges for private line telegreph 


telephotograph service furnished_: 
(Neme of press customer) _2/ 
| 
; = | 
(ame of Carrier) 


Charges Charges at 
at press other than 
Iten _rates press rates _3/ 
(1) (2) 
Private line Telegraph: 
That portion of service for which 
press charges are different from 
chavges to other than the press: 
Circuitry 
Equipment 
Other 


Total 


That portion of service for which 
charges to the press and to other 
than the press are the same 


Total private line telegraph 


Private line Telephotograph: 

That portion of service for which 
press charges are different from 
charges to others than the press: 

Circuitry 
Equipment 
Other 


Total 


That portion of service for vhich 
charges to the press and to others 
than the press are the same 


Total private line telephotograph 
I /If December is not representative submit data for latest representa- 


tive month. | 


[Table should be repeated for all press customers combined. 


_3/ Assume no change in facilities furnished. At rates! effective 
August 1, 1967. 


4 / Charges are the same es in column (3). 
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Illustrative Table I 
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(Neme of News Service) 
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Type Monthly Number 
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Charge per of 
Subseriber_ Station _ Stations 
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(2) — (3) 


Broadcast 
Networks 
Radio 
TV 
Stations: 
Radio 
TV 


Newspapers? 
Daily 
Weekly 
Other (List by type) 


Other pudlications 
(List by type) 


NOTsS: If different monthly charges apply to sibscribers of the sam 
type dzta should be furnished for each subtype’ of subscriber 
seperately where the charge is different. Explanation should 
be furnisted serarately to substentiate the numbers shown in 
the "Nunoer of enticipat ed cancellations column". 
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Illustrative Table II 


Data showing number of subscribers according 
to number of stations on the same premise 


ne - 
(Name of News Service) 


= ee we -- - -- 


Number of stations on single premise 

Type Over 4 a 
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————— 
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Networks: 


Radio 
TV Show number of subscribers to the number of 
stations shown in columnar heading in columns 
Stations: (2)-(6). In column (7) show the number re- 
lated to the subscribers in column (6). Each 
Radio premise should be treated as having a separate 
TV subscriber. If the "over 4" has substantial 
numbers of subscribers the columnar headings 
Newspapers: should be extended to 5 and "over 5" until 
. relatively few subscribers in the "over" group 
Daily 
Weekly 
Other (List by 
type) 


Magazines: 


Weekly 
Monthly 
Other (List by 


type) 


Other Publications 
(List by type) 


BEST coP 
from the origi 


Data showing number of subscribere, according 
to number of stations on the same premise 


(Name of News Service) 


Number of stations on single preaise. 
Over 
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Radio 
tv 


Stations: 


pata in columns (2)-(6) should reflect 
number of stations it is expected |will 
be lost through cancellation due to in- 


creases in charges. 


Radio 
TV 


Newspapers: 
Daily 


Weckly 
Other (List by Type) 


fagazines: 
Weekly 
Monthly 
Other (List by Type) 


Other Publications 
(List by Type) 


Total 
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Illustrative Table IV 


Statement of Earnings 


(Name of News Service) 


1965 


Revenue ands incon: 

Revenues from furnishing news 
by leased Telegraph or Tele- 
photogrpph services 

All other revenue and income 

(Detai& by major categories) 


Total 


Expenses: $4 
Amount paid for comaunication 
services 
Private line telegraph: 
Circuitry 
Equipment 
Other, 


Total 


Private line telephotograph: 
Circiitry 
Equipment 
Other 


Total 
3 
All other communication service 
(private line or exchange) 
All other expenses (Detail by 
major catergories) 


Total 


Net before Federal income 


y taxes 
Federal income taxes 1/ 


‘ 


Earnings , 
s 


1/ Support. computation on separate sheet. 
> 


; 


t 


BEST COP 
from the origi 


Illustrative Table 1 


Statement of earnings 


(Name of party) 1/ 
1965 


il by major categories) 
Total 


Expenses: 

Paid directly for private 
line telegraph or telephoto- 
graph services 

All other communication services 

Paid for subscriptions to news 
services where increases in 
charges might be experienced 
as 2 result of increases in rates 
for conimication service. 

All other expenses 
(Detail by major categories) 


Total 
Net before Federal income 
taxes 
Federal income taxes 2/ 
| 


Farnings 
| 


1/ Fach user of press service whose expensts might be affected! by the 
elimination of the communication rates specially applicable| te press 
users. 


2/ Submit supporting calculations. 
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TESTIMONY OF ROBERT L. DENNISON | 
| 


My name is Robert L. Dennison and I reside at 5040 Westpath Bearce Washing- 
ton, D.C. 1 am Vice President of The Copley Press, Inc., a position which I assumed 
in Fyne 1963 after retiring from the United States Navy with the rank of Admiral. In 
February 1964, I was made a director of The Copley Press, Inc. My present duties 
with The Copley Press, Inc. include service as Vice President and Director of Copley 
Computer Services, Inc. and Chairman of Copley Communications Committee. In addi- 
tion I have general executive responsibility for the Washington office of The Copley 
Press, Inc. I am also a member of the ANPA Communications Committee and the 
International Press Telecommunications Committee. | 


At the time of my earlier testimony I submitted for the record a list of the Cop- 


ley daily newspapers, with the then current circulation figures for each. ; Copley still 
ES the daily newspapers it owned in 1963 and since then has acquired an addi- 
onal newspaper. the Sacramento Union. Attachment A hereto is a curtent list of the 
Copley newspapers showing in each case the editions published and recent circulation 
figures. There is also attached hereto as Attachment B a tabulation showing the news 
services subscribed to by each Copley newspaper at the present time. Finally there 

is attached hereto as Attachment C a revision of Exhibit 3 attached to my earlier testi- 
mony, which represented a survey of the individual Copley publishers in order to ob- 
tain specific factual data on the manner in which each of the Copley newspapers would 
be affected by application of commercial rates and practices to press users. Except as 
indicated in this revised tabulation, each of the answers previously given to the ques- 


tions posed in the survey by individual Copley publishers is correct as of oe present date. 
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I se reviewed the separate testimony being filed simultaneously herewith in 
behalf of The Copley Press, Inc. by Mr. McHugh and Mr. Reynolds. I am also familiar 
with a testimony being presented in this proceeding by Mr. Harry Flory and the two 
major wire services. This testimony shows that, if existing rates and practices governing 
press “4 of private line services were to be changed as advocated by AT&T and Western 
Union,{there would be a direct and indirect financial impact on the operation of both 
the Copley News Service (CNS) and each of the fifteen Copley daily newspapers. Spe- 
cifically, annual charges to CNS for use of its presently leased private telegraph lines 


wouldfincrease by an estimated $53,000, and the expenses incurred by the Copley news- 


pre AP and UPI services (which amounted to almost $600,000 in 1967) would 


grow as a result of the increased charges AP and UPI would have to pay the 
carriers for their leased circuits. In the latter connection I have been advised that the 
loss of present press rates to AP for its telegraph and telephoto circuits would result in 
incredbes i in charges to it of some $65,000 a month or about 24% of its present press 
rate lire and terminal charges. The increases to AP and UPI would be most extreme in 
the case of supplemental services such as the AP financial and sports wires, and (in the 
case of UPI) telephoto services. 

Although I have been advised by representatives of AP and UPI that they are un- 
able i the present time to determine what the changes would be in their assessment 
and subscription charges to individual daily newspapers, as a practical business matter 
incredses in wire line charges of the magnitude indicated above would require the major 
wire services to raise their charges to subscribing newspapers. As a not-for-profit 
association whose operating costs are shared by its member newspaper subscribers, the 
AP has no choice but to pass along to them, in one way or another, increased overhead 


unless it is to attempt to recoup the increased charges by retrenchments in other areas 
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of its (eae and such retrenchments would reduce the quantity and/or quality of 
the news AP disseminates to the publishers and broadcasters of the nation. Accordingly. 


I have concluded, and advised my Board of Directors, that if present rates and practices 


for leased telegraph and telephoto services are changed as proposed in this proceeding, 
| 


the Copley newspapers will be faced with substantially increased wire service costs. 

Because of the substantial amounts involved, meetings have been held by me with 
other responsible executives of the Copley organization, including Mr. James S. Copley, 
our Board Chairman, Mr. Robert L. Jones, our President, and Mr. Donald F, Hartman, 
Vice-President and Treasurer, to determine to the extent possible corporate policy with 
respect to such changes when and if they occur. On the basis of these meetings, man- 
agement decisions have been made concerning steps which would be taken in the 
event CNS and the Copley Newspapers are subject to communications cost increases 
of the magnitude here in issue. 

As to CNS, a decision was made last year to effect a substantial reduction in the 
amount of operating funds The Copley Press, Inc. will contribute henceforth to this 
division of the company. It is the present intention of The Copley Press, Ine to adhere 
to the new budget for CNS established at that time. This will mean that, if substantial 
increases in CNS’s cost of leasing private telegraph lines are incurred, CNS executives 
will be required to reduce other budgeted items by an amount proportionate to the 
rate increases. Such action will necessitate a reduction in the present productivity of 
CNS in terms of the quantity and quality of news coverage it now provides. If costs 
rise to the point where the overall productivity of CNS is affected to such an extent 
that it is no longer able in the opinion of management adequately to fulfill its mission, 
a decision will then be made on whether to discontinue the news service entirely or to 


reconfigure it to a more limited and specialized format such as a mail-only: service. 
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’ 
Infrespect to the fifteen Copley newspapers, the decision has been made that, if 


substantial increases are incurred in the cost of AP and UPI news wire services, it may 
become necessary for several of the Copley newspapers serving the Los Angeles suburbs 
to cancel one of these two services in order to allow the company to recoup the addi- 
tional expense. Such action will deprive the readers of the newspapers affected of the 
benefits inherent in coverage of national and international news events by more than 
one news agency and reduce, to the same extent, the diversity and choice of news 


sources now available to our readers. 


COPLEY EXHIBIT 102 
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TESTIMONY OF IRVINE W. REYNOLDS 


My name is Irvine W. Reynolds and I reside at 6409 La Jolla Scenic Drive in 
La Jolla, California. I am president of Copley International Corporation, a contract 
research and management consulting organization with offices in California and New 
York. I am also chief economist and director of economic research for The Copley 
Press, Inc., which owns Copley International Corporation, owns and operates daily 


newspapers in California and Illinois, and has other business interests including two 


broadcasting stations. 

Iam a member of the Advisory Council of The Copley Press, Inc., a seven-member 
group directly concerned with the overall financial condition of the Copley Newspapers 
and other operating divisions of the company; and a director and member of the Ex- 
ecutive Committee of Copley International Corporation. During the last 20 years, I 
have also served as an economic advisor to department stores, banks, advertising agen- 
cies, hotel chains and various other business enterprises. | 

Prior to my employment by the Copley organization in 1947, I was an Associate 
Professor of Economics at Linfield College in McMinnville, Oregon (1946-1947); and, 
during World War II, served with the U.S. Engineers in Latin America and on the Man- 
hattan Project (1940-1945). i 

I was educated at Texas A&M University at College Station, Texas, from which I 
was granted a Bachelor of Science degree in 1932, and I attended Graduate : ‘School, 
Washington University, St. Louis, Missouri, 1933-1934, Master of Arts (economics), 
and New York University, New York, N.Y., 1936. Prior to World War II I was em- 
ployed as an economist by Henry L. Doherty Corporation. | 
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During the last two decades I have published many technical papers on the news- 


paper | including a study on “The Economics of the Newspaper Business,” 


which was published in 1962 by The Copley Press, Inc. and widely quoted in newspaper 
trade publications. My professional affiliations include the following: American Eco- 
nomic PSSOCIRTIONe Western Economic Association, National Association of Business 
Economists, American Management Association, Institute of Management Sciences, Na- 
tional Bpreau of Economic Research, National Industrial Conference Board, Economics 
Club ofgSouthern California, The National Economists Club, Washington, D.C., and 
International Affairs Committee, National Association of Manufacturers. 

I fave been asked by The Copley Press, Inc. to examine the probable economic 
effects fif any, on the Copley News Service and the fifteen Copley daily newspapers of 
termindtion of the presently effective rates and practices governing the leasing by the 
American Telephone & Telegraph Company of private line services to press customers 
and of gubstitution of the currently effective and proposed rates and practices govern- 
ing a commercial users of such services. 

Eonaiane this analysis, I have considered the present and recent financial condi- 
tion of*the Copley News Service, the financial relationship between it and the news- 
papers which it serves, and the other sources of news and information presently avail- 
able to these newspapers. I have read the testimony previously given in this proceeding 
in behalf of The Copley Press, Inc. by Admiral Robert L. Dennison, USN, ret., and 
Mr. Raymond J. McHugh. 

I have also been supplied with certain cost data which, I understand, will be of- 
fered in evidence in behalf of the American Newspaper Publishers Association by Mr. 


Harry Flory. In arriving at the conclusions reached in my testimony, I have taken into 
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account the experience I have acquired in 20 years of close association with | and 
knowledge of the day-to-day operation of Copley publishing operations. 

Details concerning the operations of the Copley Newspapers and the Copley News 
Service are contained in the testimony of Admiral Dennison and Mr. McHugh, and will 
not be repeated here. In the first part of my testimony I will discuss the probable ef- 
fects of the proposed rate increases on the future operation of the Copley News Service. 
In the second part of my testimony, I will discuss the probable effects of the rate in- 
creases on the future operation of the Copley Newspapers. By “probable effects” I 
mean to denote the economic consequences which, in my opinion, based on the facts 
considered in my testimony and my experience as an economist, are most likely to 
occur in the absence of other future intervening developments of which we nae no 
| 


present knowledge. 
| 


The essential operational arrangements of Copley News Service (hereinafter Te- 


Effect of the Rate Increases on Copley News Service 


ferred to as CNS) are summarized in the testimony of Mr. McHugh being submitted 
simultaneously herewith. Since its formation in 1955 CNS has been engaged in the 


collection, reporting and transmission of news and now has seven bureaus plus corre- 


spondents located throughout the world. The 15 Copley newspapers have been basic 


clients of CNS since its formation. | 

However, CNS has also gradually managed, in recent years, to increase! the number 
of non-Copley owned newspapers subscribing to its services. At the present time a total 
of 61 non-Copley owned newspapers are subscribers either to the CNS private line tele- 
typewriter service or the CNS mail service, or both. Continuous sales efforts are made 


to increase the total number of non-Copley owned newspaper subscribers to the CNS 


F.C.C. Docket 15094 
Copley Exhibit 102 
Page 4 


service, and to expand the number of subscribers equipped through CNS’s private 


leased national wire for instantaneous (rather than delayed) receipt of CNS news 
dispatches. 

The leased interstate wires used by CNS are comprised of a transcontinental tele- 
graph line leased directly from the American Telephone & Telegraph Company and a 
second line used primarily to interconnect the Copley midwest newspapers, leased from 
AT&T through United Press International. At the present time all 15 Copley daily 
newspapers are interconnected through these two lines, and in addition a total of 16 
non-Copley owned daily newspapers are subscribers to the CNS service on the leased 
wire, which operates on a daily basis from 6:00 p.m. to 2:00 a.m. 

As shown by Attachment A hereto, the majority of the non-Copley owned 
daily newspapers which subscribe to the CNS wire service also subscribe to both AP 
and UPI, and all of the non-Copley owned CNS wire subscribers have the service of 
either AP or UPI. In addition, virtually all of CNS’s wire subscribers also subscribe to 
one or more cf the other supplemental news services. This double coverage by one or 
both of the two larger wie services, as well as by the other competitive supplemental 
services has made it extremely difficult for CNS to attract additional non-Copley owned 
daily newspapers to its wire service, and has made it impossible for CNS to negotiate 
with its existing non-Copley owned wire subscribers for monthly rates which even ap- 
proach a figure equal to the cost to CNS of providing its service to such subscribers. 

In fact, in 1967 the total receipts by CNS from all of its non-Copley owned daily 
newspapers (approximately $87,000) amounted to only one-half of CNS’s total com- 
munications costs (i.e., payments to AT&T, UPI, Western Union and the Post Office) 


for news collection and dissemination (approximately $174,000). 
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Table 1 on the following page summarizes the current annual payments by CNS 


to AT&T and UPI for the dissemination of news on CNS’s private leased wires, together 
with the extent to which these costs would be increased as a result of application of 
commercial rates and practices to CNS’s private line circuits. This table also shows 
CNS’s total expefises and total fixed (ie., uncontrollable) expenses in 1967, and the 
operating budget which has been established for CNS for the year 1968. Uncontrollable 
expenses include items puch as taxes, insurance, communications costs and other ex- 
penses which are ered in the operation of the business and over which | ‘management 
has no direct control. The substantial decrease in total CNS operating costs reflected in 


the 1968 budget figures represents the cost of teletypesetter (TTS) service! previously 


provided to seven Copley newspapers by CNS and now borne by the individual papers, 
as well as other savings brought about by operating cutbacks in CNS editorial expenses. 
It is apparent from Table 1 that if the proposed rate increase had been in effect 
during 1967, CNS would have paid approximately $116,000 to AT&T and UPI for its 
leased private wire services. This is about $53,000 (or about 100%) more than it actu- 
ally paid. The combined wire service charges as a proportion of total cost of CNS 
would have risen from 4.48 per cent to 8.81 per cent as a result of the proposed in- 


crease, and the same charges would have risen from 6.92 per cent to 13. 61 per cent as 


a proportion of total uncontrollable costs. i 
; | 


Of even greater significance, however, as a per cent of the total CNS budget for 


1968, the present private line charges to CNS would amount to 7.05 per cent and the 
| 


proposed increased rates would amount to 13.86 per cent. 


Viewed in light of the financial data presented in Table 1, what would be the 


probable effect of private line rate increases of the foregoing magnitude on the future 
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| 
| 
dissemination of news by CNS? From an economic point of view, there are only 


three questions: | 

1. Could the increased costs be passed along by CNS to its parent com- 
pany, The Copley Press, Inc. and the Copley newspapers? 
Could the increased costs be passed along to and absorbed by the non- 
Copley owned newspaper subscribers of CNS, without any charige in 
other CNS costs or procedures and without cancellation of existing 
CNS subscribers, or loss of new subscribers otherwise available 
to CNS? 


If the increased costs could not be passed along by CNS either ‘to its 
parent company or its non-Copley subscribers, would it be possible to 
recoup them through operating economies and cutbacks elsewhere in 
the CNS budget? | 


If either of the first two above questions can be answered in the airmative, the 
proposed rate increases would have no presently ascertainable effect on the future dis- 
semination of news by CNS. On the other hand, if neither of the first two options is 
a practical possibility, and if CNS would have to resort to the third option, the effect 
of the proposed rate increases would be either to impair substantially the dissemination 
of news by CNS or to require that CNS cease to exist in its present form as d supple- 
mental wire news service. : 

The possibility of the increased private line charges being absorbed by CNS’s parent 

company or the Copley newspapers has already been ruled out by the action| of the 
Board of Directors of The Copley Press, Inc. in setting an overall operating budget for 


CNS for the future substantially lower than the 1967 budget for the news pence! 
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It is apparent from Table 1 that private line wire charges already represent a 
significant portion of the total CNS 1968 operating budget. CNS, as an operating divi- 


sion of The Copley Press, Inc. at present accounts for total revenues equal to only a 


small fraction of its fixed and controllable operating costs. Whereas CNS cost its 16 


non-Copley owned newspapers wire subscribers only about $2,500 a year, the cost of 
continuing the service, even under the reduced 1968 budget, if allocated among the 

15 Copley newspapers, is approximately $53,000 a year. A management decision has 
been made to limit future contributions by The Copley Press, Inc. to the continued 
operation of CNS to levels substantially commensurate with the 1968 budget which 
has been established for the service. 

The second question presented is whether CNS could defray the increased wire 
charges by increasing its existing rates to its non-Copley subscribers. Available economic 
data require the ccnclusion that this would not be possible without a substantial cur- 
tailment o1 CNS’s present activities through cancellation of existing newspaper sub- 
scribers and inability to obtain new or replacement business which would otherwise be 
available. 

The pertinent facts and CNS operating experience show that the external elasticity 
of demand for the service is very high. As noted, a majority of the 16 non-Copley 
owned daily newspapers now linked to the CNS private wire are subscribers to both of 
the major national wire services, AP and UPI, all such newspapers are subscribers to at 
least one major service, and most also subscribe to other supplemental wire services be- 
sides CNS. The same is true of many of the 46 non-Copley owned daily newspapers 
which now receive news dispatches only by airmail service and consequently are in most 


instances potential candidates for connection to the CNS private wire circuit. 
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| 
Moreover, each of these present and potential outside wire service subscribers 
would be faced with rate increases from one or both of the major wire services (and 
from any other supplemental wire service to which they subscribe) in the event that 
the proposed rate increases become effective and the wire services attempted to pass 
this along to their subscribers. 
CNS’s actual experience, summarized in the testimony being submitted simultan- 
eously herewith by Raymond McHugh, shows that the subscription rates for CNS wire 
service have been and continue to be the determinative factor in decisions to subscribe 
to or cancel the service by non-Copley owned newspapers. Such newspapers take the 
CNS supplemental wire services solely in order to “round out”, diversify, and comple- 
ment their basic sources of news and information concerning national and international 


events. \ 
i 
\ 


Based on the substantial additional wire costs involved (about $53,000) when com- 
pared to the total number of existing CNS non-Copley wire subscribers (16) and the 
total dollar figure currently represented by existing subscription charges to these news- 
papers (16 x average charge of $2,500 = $40,000) it is my considered judgment that 
an attempt by CNS to pass the w’:e cost increases on to its non-Copley sutscribers 
would result both in the cancellation of existing subscriptions and the loss of new busi- 
ness which immediate past experience shows to be potentially available to ¢ NS if its 
wire service subscriptions rates are maintained at or near their existing level 

The view that there is a very considerable external elasticity of demand for the 
CNS product is also based on current economic conditions in the newspapér industry. 
In this connection, two facts are significant: : 
1. Advertising lineage of U.S. newspapers has been soft for more| 

than 12 months. For example— 
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_ R.O.P. color linage declined from 335,924,726 lines in 1966 
to 322,674,309 in 1967—the first loss in this classification in 
more than 15 years. Source: Editor & Publisher. 


. Total advertising expenditures in newspapers increased from 
$4,895,000,000 in 1966 to an estimated $4,900,000,000 in 
1967 but, after adjustment for price changes, the real income 
of newspapers from advertising declined an estimated 2.79 
percent. Source: Printer’s Ink. 


Newspaper advertising revenues, as a per cent of total advertising expendi- 
tures in the United States, has declined sharply during the last 30 years. 
Newspapers received 45.09 per cent in 1935 and 39.07 per cent in 1940. 


The percentage declined as follows in recent years: 


1950 36.35 Per Cent 
1955 33.58 
1960 31.03 
1965 29.21 
1966 29.58 
1967 29.09 


The adverse impact on the overall operation of CNS which would result from loss 


of any substantial number of existing non-Copley wire subscribers would be extreme, 
since°cancelled subscriptions would deprive CNS of revenues as well as imposing on it 


the additional expense burden represented by the wire rate increases. 
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With existing revenue from non-Copley subscribers amounting to only 50% of 
CNS news dissemination costs, it is apparent that the adverse effect of loss of only 
a few of CNS’s present non-Copley wire service subscribers would be to double or 
triple the approximate figure represented by the projected increases in wire costs. 

Such an eventuality would have dramatic negative effects upon further revenue 
possibilities for this small news organization, and would in my opinion be a significant 
step backward in CNS’s present limited ability to compete effectively with other sup- 
plementary news wire services. | 

The foregoing discussion establishes that, as a matter of economic necessity, the 
only realistic alternative for CNS in the event of a substantial increase in wirg service 
charges would be to attempt to recoup the increases, in whole or in part, through Te- 
ductions in controllable expenses. The certain adverse effect of such a course of action 
on CNS’s ability to disseminate its news dispatches as fully, widely, and promptly as 
possible is obvious. | 

As shown in Table 1, CNS’s total controllable expenses during 1967 amounted 
to only $450,000 (approximately), and its budgeted controllable expense ceiling for 
1968 is less than $200,000. Controllable expenses are virtually all directly related to 

the quantity and quality of news and information diss -mination by CNS, i. e expenses 
such as the travel of staff reporters, funds available for correspondents, and similar items. 

Any attempt to reduce controllable expenses by a figure as large as $53,000 would 
inevitably diminish, limit and impair CNS’s overall news-gathering efforts, even assuming 
no immediate reduction in the total number of subscribers receiving CNS dispatches. 
Short of termination of the service entirely, or reconfiguration in the form of a mail- 
only service, such curtailment of existing operations would be the only practical alter- 


native for CNS if its existing wire service costs are substantially increased. | 
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Effect of the Rate Increases on the Copley Newspapers 
As shown in the testimony of Mr. McHugh, each of the fifteen Copley daily news- 


papers at the present time subscribes to the basic wire services of AP and UPI as well 


as to CNS and to other supplementary wire services. Table 2 on the next page shows 
the total billings to the fifteen Copley newspapers during 1967 for AP and UPI service. 
The same exhibit shows the total operating expenses of the fifteen Copley newspapers 
during the same period, broken down into non-controllable costs (i.e., newsprint, wages 
and salaries) and controllable costs. As shown by Table 2, during 1967 the fifteen 
Copley newspapers paid AP and UPI a total of approximately $575,000 for their wire 
services—a figure which represented more than 7% of the controllable costs of publish- 
ing the fifteen newspapers. 

Since The Associated Press is a non-profit association whose overall costs are ulti- 
mately shared by the member newspapers who subscribe to its service, it is obvious that 
private line cost increases of the magnitude which would be involved in application of 
commercial rates and practices to the AP circuits would either have to be passed along 
as increased charges to AP newspaper subscribers or, if not passed along, recouped by 
the AP through operating economies in other departments. If the latter occurs, the ad- 
verse impact on subscribers such as the fifteen Copley newspapers would be the deter- 
joration of the product they are buying from the wire services, i.e., with fewer dollars 
to spend on basic news gathering activities, the AP would be able to provide less cov- 
erage of national and international events than it was able to give prior to the rate in- 
creases. This would represent an undesirable impairment in the quantity and quality 
of national and international news being disseminated by the Copley papers to their 


readers. 
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In the more likely event that the increased major news wire costs were passed on 
to the newspapers subscribing to the wire services in the form of increased charges and 
assessments, the fifteen Copley papers would be faced with a choice of cancelling one of 
the two major wire services at one or more of their newspapers or effecting cutbacks in 
other aspects of operation such as the budgets for local news reporting. Either alternative 
would of necessity tend to limit and impair the ability of the Copley papers to provide the 
full range of local, national and international news they now render to their readers. 


The ultimate decision as to whether to cancel one of the two major wire services or 


put a budget reductions in other controllable costs of the papers would be a man- 


agemen decision based on all the circumstances prevailing at the time. However, it is the 
present intention of The Copley Press, Inc. to give serious consideration to the possibility 
of defraying any substantial increased wire service costs resulting from a final decision in 
this progeeding by cancelling one of the two major wire services at as many of the seven 
Copley *ewspapers serving the Los Angeles area as is necessary to keep overall operating 
expenses for the papers within the presently budgeted 1968 forecast. Such cancellations 
would dept Copley readers of the benefits inherent in alternate coverage of major news 
developments by both wire services and would to that extent curtail and impair present 
news dissemination by the Copley papers. Such action, undesirable as it is, would be 
ae in the present opinion of Copley management to curtailment of local and re- 
gional mews gathering operations by the Copley papers. 

Insummary, regardless of whether increased private line costs to AP and UPI were 
absorbad by the news agencies (through cutbacks in other expenses) or passed along to 
their member and subscriber papers, the effect of any such substantial increases on the 
individjal Copley newspapers would be to impair and limit their present ability to dis- 


seminage national and international news. 
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NON-COPLEY DAILY NEWSPAPER SUBSCRIBERS 
TO CNS WIRE NEWS SERVICE, MAY 1968 


Newspaper Circulation* Other Wire Services** 
| 

Chronicle 493,020 (D) AP, UPI, NANA, 

San Francisco, Calif. 691,510 (S) LAT-WPN, LT-MG-NYT 


Santa Ana Register 117,185 (D) AP, UPI 
Santa Ana, Calif. 116,601 (S) 


Stockton Record 66,297 (D) AP, UPI 
Stockton, Calif. 


Miami Herald 457,466 (D) AP, UPI, CDN, DJ 
Miami, Fla. 455,631 (S) LAT—WPN 


Kankakee Journal 39,675 (D) AP, UPI 
Kankakee, Ml. 31,457 (S) 


News—Sun 35,599 (D) AP, UPI 
Waukegan, Ill. 


Sun Dempcrat 29,760 (D) AP 
Paducah, Ky. 30,689 (S) 


Journal 45,722 (D) AP, UPI 
Shreveport, La. 


Boston Globe 438,635 (D) AP, CDN, DJ, NANA! 
Boston, Mass. 555,905 (S) LAT-WPN, RN, UPI | 


Detroit News 700,321 (D) AP, DJ, NANA, LO, RN, UPI, 
Detroit, Mich. 947,155 (S) NEA, WNS, WWP, LAT-WPN 


Globe Democrat 327,593 (D) AP, NANA, RN, 
St. Louis, Mo. 356,929 (S) LAT-WPN 
Newark News 278,235 (D) AP, UPI 
Newark, N. J. 423,157 (S) 


(Continued) 
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Newspaper Circulation® Other Wire Services** 


Philadelphia Bulletin 671,525 (D) AP, DJ, NANA, NYT, 
Philadelph, Pa. 728,276 (S) UPI 


t 
News & Churier 66,752 (D) AP, UPI 
Charleston, S. C. 87,313 (S) 


News—Globe 86,625 (D) AP, UPI 


Amarillo, fexas 76,947 (S) 
Deseret 85,735 (D) UPI, ANS, NANA 


Salt Lake City, Utah 


————_ 


, 


*Source: ABC audit figures as reported in 1968 Editor & Publisher Year Book. 


“*Source: 1968 Editor & Publisher Year Book. Legend: 
Associated Press LO — London Observer 
United Press International LT-MG-NYT — Times of London, 
Advance News Service Manchester Guardian 
Chicago Daily News NANA — North American Newspaper Alliance 
NEA — Newspaper Enterprises Assn. 


DJ — Dow Jones NYT — New York Times Service 

LAT—WPN — Los Angeles Times— RN — Reuters News Agency 
Washington Post News WNS — World News Service 
Service WWP — World Wide Press 
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___—_———. FESFIMONY OF RAYMOND J. MCHUGH | 

My name is Raymond J. McHugh and I reside at 6817 Old Chesterbrook Road, 
McLean, Virginia. I am general manager of the Washington Bureau of C opley News 
Service (CNS), and have held that position continuously since my carlier testimony in 
this proceeding in July 1963. The purpose of my present statement is to summarize a 
number of changes which have occurred since 1963 in the use of private leaged tele- 
graph service by CNS, as well as to give other information concerning the ae of 
CNS in the intervening five years. | 

At the time of my earlier testimony CNS used private leased wire facilities only 
for the purpose of connecting its United States news bureaus with the Copley news- 
papers which have always been its principal clients. Since 1963, however, C NS has 
substantially expanded its use of private line services. CNS now leases from AT&T a 
transcontinental telegraph circuit by means of which it serves not only the fifteen Cop- 
ley daily newspapers but also sixteen non-Copley owned daily newspapers Ipcated 
throughout the country, including several major metropolitan daily newspapers. Figure 
1 attached hereto is a map showing the present CNS wire circuit and the newspapers 
it serves. | 


[he number of non-Copley daily newspapers subscribing to the CNS wire service 


has grown slowly, and CNS is constantly making efforts to add additional daily news- 
papers to the wire service. CNS’s present mail-only clients include a number of daily 
newspapers which are potential future clients for the CNS wire service, and as such new 
clients are signed up CNS’s private telegraph circuits would be extended accordingly. 
CNS naturally looks forward to the day when it will have its own private wire circuits 


connecting clients in all major areas of the country in the same manner, although 
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to a lesser degree, as the circuits utilized by the two major national news wire services, 
The Associated Press and United Press International. 

CNS’s increasing emphasis on wire service as opposed to mail since the earlier 
proceedings in this case reflects the importance of immediate delivery of our news dis- 
patches to our subscribers. Despite the fact that supplemental news services do not 
ordinarily cover the immediate “who, what, and where” of daily news events, as do AP, 
UPI and the broadcast networks, the need for rapid communication of the “whys” of 
the news—the background and interpretation of events—has increased in recent years. 
The basic mission of CNS-to interpret news rather than report it in the first instance— 
is illustrated by its promotional I terature and advertisements, a typical example of 
which is attached hereto as Figure 2. 

The acquisition of non-Copley newspapers on the CNS wire has made it possible 
for CNS to improve the quality of the service it renders to its subscribers. While 
monthly revenues from non-Copley wire clients amount in the aggregate to less 
than the basic cost of our transcontinental leased wire, they do enable CNS to 
devote more funds from its budget to news-gathering and editorial activities, thus bene- 


fiting Copley and non-Copley clients alike, including our more than 50 mail subscribers. 


Moreover, the presence on the wire of prestigious newspapers like the Detroit News, 


the Philadelphia Bulletin, the Miami Herald, the San Francisco Chronicle, and the St. 
Louis Globe-Democrat serves as a major incentive to all CNS reporters and editors and 
provides CNS with a strong advertising—sales—promotion argument. 

The rates charged to CNS clients using its wire service are higher than the 


rates for clients using only its mail service. This is because of two factors. 
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First, wire clients receive more news and background information from CNS than do 


CNS mail-only clients: the normal eight-hour daily wire provides our subscribers with 
between 30 and 40 articles, whereas the normal daily mail package provides only about 
10. The second reason for the higher rate to wire Clients is that their proportionate 


share of CNS’s private line costs must be allocated to them. 


Our past and present sales efforts have established that there is a large number of 


daily newspapers which would subscribe to CNS’s wire service if it could be provided 
to them at an even lower rate than that which it is now necessary for us to charee. All 
of the daily newspapers which have been induced to subscribe to the CNS wae service 
in recent years have added CNS as a supplement to AP, UPI and (in several inst ances) 

other wire services. Consequently any increase in CNS’s costs of providing wire service 
to present or future subscribers would have a serious adverse effect on its ability both 

to maintain its existing non-Copley wire subscribers and to increase the extent of such 
service in the future. | 


CNS leases its private wire circuit from AT&T only for the period from 6:00 p.m. 


to 2:00 a.m. (EDT) daily, six days a week. There are several reasons for use of this 
particular time segment. One is that the cost of the 6:00 p.m. to 2:00 a.m. circuit is 
consi lower than the cost of a circuit leased during the morning and afternoon 
hours. Earlier transmission hours could be advantageous to morning new spapers in the 
eastern time zones but higher AT&T hourly rates make this period of time prohibitive 
to CNS. Moreover, CNS by the nature of its operation does not always require the full 
eight hours a day which it must order as a minimum from AT&T. If any ae in 
existing tariff provisions concerning the length of time for which circuits may be leased 


is made, it should be to do away with the present eight-hour requirement. A change 
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in present tariff provisions to require supplemental news services such as CNS to lease 
private lines for 24-hour periods would impose substantial additional expense on CNS 
for a service which it does not need and could not use. 

As indicated in the testimony being submitted simultaneously herewith by Admiral 
Robert Dennison and Mr. Irvine Reynolds, the operating budget of CNS for 1968 was 
substantially reduced from the budget applicable to prior years. Asa result of the de- 
crease in funds available to it, CNS has had to effect a number of operating changes in 
recent months. It has closed offices in six foreign capitals and made personnel cuts in 
domestic offices. If CNS were now to be subjected to increased private leased line costs, 
further cutbacks would have 'to be made in areas directly related to the quantity and 
quality of news and information presently being disseminated by CNS. Such additional 
cutbacks would result in impairment of the service now being rendered by CNS both to 
the Copley newspapers and to its other press clients throughout the country. 

As shown in Mr. Reynolds’ testimony, if commercial rates were applied to the 
CNS leased wires, monthly charges would jump by more than $4,000 for a total in- 
crease of some $53,000 a year. The increased costs for these circuits would represent 
more than 96% of the total 1968 operating budget for the entire news service, and 
more than 8% of CNS’s fixed expenses. Such an increase in CNS operating costs would 


restrict newsgathering and sales efforts now planned within that budget. 


Shout the proposed rate increases force our wire clients to abandon the service 


or revert to our mail package, it would be a serious blow to our efforts to provide time- 
ly, intelligent stories, interpretatives and features. Such a development would not merely 
affect the cancelling newspapers: it would also force CNS to divert more funds to the 
maintenance of the wire, thus impeding both the collection of news and the quality of 


reporting. 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 

Washington, D. C. 20554 
In the Matter of 
AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

and 
THE WESTERN UNION TELEGRAPH COMPANY . 15094 
Charges and Classifications for Private 


Line Telegraph and Private Line Tele- 
photograph Services Furnished to the Press 


Direct Testimony of Alexander Hehmeyer 


Identification of the Witness 


My name is Alexander Hehmeyer. My business address 


is 401 North Wabash Avenue, Chicago, Illinois 60611. | I am 
Executive Vice President of Field Enterprises, Inc. ("Field"). 


Field's Newspaper Division owns and operates the 


Chicago Daily News/Sun-Times Service. 


| 
Field also publishes the Chicago Daily News and the 


Chicago Sun-Times and owns and, through a separate division, 
operates Publishers-Hall Syndicate (a major distributor of 


syndicated materials to newspapers). 


The Detrimental Effect of the Proposed Rate Increase 
In my opinion, higher wire rates for press users 
will have a most detrimental effect on the dissemination of news. 
| 
Application of the proposed private line teleprinter 


rate increase to the press will increase the domestic wire 


costs of the Chicago Daily News/Sun-Times Service -- from the 


present cost of approximately $81,891 per year to approxi- 


mately $195,911 per year, an increase of some $114,020 or 
approximately 139%. 


The Chicago Daily News/Sun-Times Service is already 
operatihe at a loss of approximately $203,697 per year; as @& 
result ee the proposed rate increase the loss is estimated to 
come to:about $317,717 per year. 

Many of the newspaper clients of the Chicago Daily 
News/Sun-Times Service may, for cost reasons, be forced to 
discontinue their use of the Service if the already heavy wire 


costs are increased. 
The Need for News 


As the residents of any city which has suffered a 
newspeper strike well know, there is no substitute for the 
daily newspaper in the dissemination of detailed news and 
information, particularly in the foreign field. Radio, tele- 
vision and the news magazines can, at best, only provide a 
“eyash" or summary type of coverage for a few key events. 


They have no time or space for detailed coverage or analysis 


and, in fact, are all very dependent on the news gathering 


resources of the newspaper community. 


Every day about 61.5 million daily newspapers are 
distributed in the United States, or more than one per family. 
Only newspapers can meet the need of the American public for 


knowledge and information of what is happening abroad and 


only newspapers can supply this information in sufficient 
breadth and detail to make it possible for an informed public 
opinion to exist. | 
The FCC rate decision, if applied to the press, 
will tend to limit American foreign news coverage and distri- 
bution at a time when there is a greater need for a detailed 
analytical and intelligent coverage of foreign news than ever 


before. 


Regarding the Chicago Daily News/Sun-Times Service | 


Tne Chicago Daily News/Sun-Times Service does not 
attempt to provide a comprehensive report on the aay’ s flash 
or spot news (as do the Associated Press and United Press Inter- 
national) but rather it concentrates on interpretation and 
background information without which it is not possible for 
the public to understand or put into a meaningful perspective 
the critical events and developments of our pee. | 
The Chicago Daily News/Sun-Times Service is the 
oldest supplemental news service in America. It was founded 
in 1898 by Victor F. Lawson, founder of the Chicago Daily News. 
Since that time it has provided its own paper and many other 
daily newspapers with a wide range of exclusive Se oceronnd 


and interpretive material to supplement the major news events, 


particularly foreign news. Out of the several thousand news- 
papers in the United States only a handful can afford their 


own foreign correspondents and only five (the chicago Daily 


News, Chicago Sun-Times, the New York Times, the Washington 
Post-Lo# Angeles Times, the Copley papers and the Newhouse 


papers) ‘are now syndicating foreign news. 
4 


2 
Te Staff and Organization of the 
Chicago Daily News/Sun-Times Service 


5 The effectiveness of the Chicago Daily News/Sun- 

Times sérvice rests on a small group of distinguished corre- 
sponden}s who cover the major news areas of the world. We are 
doing ogr best with this talented staff to provide for our 
readersjand for some 64 newspapers subscribing to our Service 
some of the in-depth coverage and analysis of international 
news and affairs which must be furnished if this country is 
to havefeven a reasonably informed public opinion in the 


4 
critical areas of the country's foreign affairs. 


j These men are dedicated, professional correspondents. 


Meny ax Pulitzer Prize and Sigma Delta Chi award winners. 


Their names, and the home offices from which they cover their 


assignments, are: 


Foreign Correspondents 


Europe: 


William H. Stoneman London, England 
Donald R. Shanor Bonn, Germany 
Paul Ghali Paris, France 
George Weller Rome, Italy 


Middle East: 


Jay Bushinsky Tel Aviv, Israel 
Thomas B. Ross Beirut, Lebanon 


North America: 


Frank Flaherty Ottawa, Canada 


South America: 
Georgie Anne Geyer Rio de Janeiro, Brazil 
Far East: | 


Keyes Beech Bangkok, Thailand 
Raymond R. Coffey Saigon, South Vietnam 
Mark Gayn Hong Kong 
Albert Ravenholt Manila, Philippines 
Ernest Weatherall New Delhi, India 
Desmond Doig Calcutta, India 


Africa: 


Bruce Oudes Lagos, Nigeria 
Gordon Lindsay Johannesburg, South Africa 


Domestic Correspondents 


In addition to the foreign offices described above, 
the Chicago Daily News and the Chicago Sun-Times also maintain 
offices in Washington, D. C., which cover the State Department, 
foreign embassies and other Washington news sources | 

At the present time, the Chicago Daily News Wash- 
ington office is staffed by four distinguished SOR SEER ESD 
Peter Lisagor, William McGaffin, William Eaton, and) William Hines. 

The Washington office of the Chicago Sun-Times is 
staffed by the distinguished correspondents Carleton Kent and 
Tom Littlewood. | 
The Chicago Daily News also maintains an orfice 
at the United Nations staffed by Betty Flynn and one in Los 
Angeles staffed by Bob Rose. And, in addition, the Service 
has available the Washington news staff of Knight Newspapers, 


Ine., consisting at this time of seven men. 
The news provided by these correspondents is 
disseminated py the wire facilities which are in issue in 


this proceeding. 


How the fons is Distributed 


(a) Dispatch of News to Chicago. The dispatches 


from the foreign correspondents enter the United States in a 
variety pf ways. 

i Most of the European and North American daispatches 
are senty in the first instance to New York City (frequently via 


London) » where the material is put on a leased wire to Chicago. 


& 
The domestic portion of the wire transmission (i.e., from New 


York City to Chicago) is involved in the proposed rate 
increasa.* 

i The Washington, D. C. material is transmitted by 
wire tofChicago over a separate leased wire the costs of which 
are als® involved in this proceeding. 

_ (bd) Dispatch of News to Clients. Field has given 
publishbrs-Hali the’ exclusive right to distribute the Chicago 
Daily News/Sun-Times Service material. For its distribution 
services, Publishers-Hall receives a fixed percentage of the 
gross rpvenue of the Chicago Daily News/Sun-Times Service less 
all wire charges (which are paid in the first instance by 


Publishers-Hall. 


After being edited in the home office of the Chicago 


*Some dispatches arrive in Chicago by mail and these, of course, 
do not, involve any in-gathering wire transmission costs. 


Daily News in Chicago, the stories are sert to the subscribers 
of the Chicago Daily News/Sun-Times Service by teletype over 


a network of leased wires which spans the nation.* The costs 


of this wire network are also involved in this proceeding. 


* 
to the Service are: 


Toronto Star 

The News 

The Times 

The Gazette 

Los Angeles Times 
Union Tribune 
Examiner 


Times-Heralc, News- 


Chron. 
Denver Post 
Washington Post 
The Herald 
Times-Tribune 
The News 
Register=Tribune 
The Times 
Times Picayune 
News American 
The Globe 
The News 
Free Press 
Star & Tribune 
Star & Times 
Post Dispatch 
State Journal 
World Herald 
Journal 
Star Ledger 
The Times 


Knickerbocker News 


Evening Press 
The News 

Press 

Times Union 
Advance 

Herald Journal 
The Daily Times 


The Post 


ee ED 


| 
The current subscribers (all of whom are newspaoers } 
| 


| 
| 

Toronto, Ont., Canada 
Birmingham, Alabama 
Huntsville, Alabama 
Phoenix, Arizona | 
Los Angeles, California 
San Diego, California 
San Francisco, California 


Vallejo, California 
Denver, Colorado | 
Washington, D. C. | 
Miami, Florida | 
Tampa, Florida 
Indianapolis, Indiana 
Des Moines, lowa 
Louisville, Kentucky 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 
Springfield, Massachusetts 
Detroit, Michigan 
Minneapolis, Minnesota 
Kansas City, Missouri 
St. Louis, Missouri 
Lincoln, Nebraska 
Omaha, Nebraska |. 
Jersey City, New Jersey 
Newarx, New Jersey 
Trenton, New Jersey 
Albany, New York 
Binghamton, New York 
Buffalo, New York, 
Jamaica, New York | 
Rochester, New York 
Staten Island, New York 
Syracuse, New York 
Watertown, New York 
New York, New York 

| 


¥In a few cases stories are sent by mail put primarily they 


are sent by teletype. 


scribing 
Service. 
4 


+0 $1,800, dependin 
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Westchester-Rockland 
Newspapers 

Observer 

The Forum 

Beacon Journal 

Star Beacon 

The Enquirer 

Press 

Dispatch 

The Blade 

Vindicator 

Oklahoman & Times 

The Oregonian 

Patriot & News 


White Plains, New York 
Charlotte, North Carolin: 
Fargo, North Dakota 
Akron, Ohio 

Ashtabula, Ohio 
Cincinnati, Ohio 
Cleveland, Ohio 
Columbus, Ohio 

Toledo, Ohio 
Youngstown, Ohio 
Oklahoma City, Oklahoma 
Portland, Oregon 
Harrisburg, Pennsylvania 


There is no standard monthly charge to these sub- 


compethtive factors. 


newspapers for the Chicago Daily News/Sun-Times 
The monthly charges paid by them range from $150 


g on the size of the newspaper and 


ect of the Higher Rates on the 
i News/Sun-Times Service 


t 
, 
’ 
46 


At present, the Chicago Daily News/Sun-Times 


is distributed over a wire circuit which is leased 


che FCC Final Decision which would require Publishers- 


Hall 4, lease wire facilities for the full 24 hours per day 


+ 
together with the other provisions therein would signifi- 
4 


re CA costs of the Service. 


: Annexed as Exhibit jf is a map of the circuits of 


cago Daily News/Sun-Times Service showing the present 


The provisions 


| 
201 | ) 


the stories are carried from Chicago to the subscribers 


7 together with the Chicago Daily News/Sun-Times Service's 


i wire costs of transmitting news from New York City and from 


Washington, D. C. to Chicago is now approximately $6,624 
| 


. per month (or $61,891 per year). 
If the Final Decision goes into effect as to press 


users without modification, this cost would increase to ap- 


c proximately $16,325 per month (or $195,911 per year). The 


$9,501 per month increase (or $114,020 per year) is an in- 
| 
crease of approximately 139%. 


The Chicago Daily News/Sun-Times Service is already 


operating at a large loss. 


Approximate 1967 annual billings to subscribers: $355,032 
Approximate 1967 annual expenses: 


| 
i. News syndicate network 
wire cost and New York- 
ier Chicago and Washington- 

Chicago wire costs $ 79,422 


ii. News gathering costs 
(correspondents' serv- 
ices, travel expenses, 


etc. 259,046 


(other than those in 
* items i and ii above), 
postage, rent, insur- 
ance and miscella- 
neous 157,404 


iii’. Transmission expenses 
| 
| 
| 
| 
| 
| 


Syndication expenses 


(selling, billing, etc.) 62,857 558,729 


roximate present annual loss ($203, 697 ) 


| Sek 
< 
5 
are Crate? amas BA, 


‘> 
'S 
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Proposed FCC added wire costs (_ 114,020) 


Projected future loss ($317,717)* 


x 
! 
Conclusion 


If the Chicago Daily News/Sun-Times Service attempted 
to pasd the increased wire costs on to its existing sub- 
mens » the distribution of foreign news information would 
be sierpficantly impaired. The additional cost to these 
subscribers would represent a severe hardship; many of our 
existing subscribers might be forced to discontinue receiving 
our service because of these increased expenses. Moreover, 
the expresses cost of supplying our service by wire, if the 
Final Becision goes into effect as to the press, would defi- 
nitely prevent any expansion and growth in distribution of the 
Service, especially to the moderate size newspapers. This 
would Pace the many readers of these newspapers of the 
exclusive background anc interpretive foreign news offered 


by thet Service. 


cl May 74 > 1968 


. 


f ; /f 
(Cee he Wel. ie 


Alexander Hehmeyer 


*For 1966 and 1965 the approximate billings to subscribers 
were $329,053 and $284,872, respectively, and the approximate 
news syndicate network wire cost and New York-Chicago and 
Washington-Chicago wire costs were $77,277 and $61,206, 
respectively. 
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Before tne 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 
LOS ANGELES TIMES-WASHINGTON POST EXHIBIT 3 
In the Matter of 
AMERICAN TELEPHONE & TELEGRAPH COMPANY 
and | 
Docket No. 
THE WESTERN UNLON TELEGRAPH COMPANY 
Charges and Classifications for Private Line 


Telegraph and Private Line Telephotograph 
Services Fyrnished to the Press. 


SHORN STATEMENT OF REX BARLEY 


Please state your nane and present employment. | 


Rex Barley, and I am Manager of the Los Angeles ‘Tines 
Syndicate, President of General Features Corporation and 


Manager of the Los Angeles Times-Washington Post News 
| 
Service, which latter position I have held since i 


inception in 1962. 
2 


Did you testify previously in these proceedings 
yes, I did. 

Did you av that time state your qualifications and 
experience in the newspaper industry in general and 


the news service business in particular? 


yes, I did. 


When you last testified, Mr. Barley, how many sub- 
scribers were there to your News Service? | 
I believe there were 45 domestic subscribers. 
And what is the current number of subscribers to 


your service? 


Currently we have 152 domestic subscribers in the 


continental United States. 


Do you have any foreign subscribers? 

Yes. 

Have you included any of your foreign subscribers 
in the number of subscribers to which you testified? 
No, I was under the impression that this proceeding 
was concerned only with tne dissemination of news 
domestically. 

Are these subscribers all serviced by Private Line 
Telegraph? 

We reach almost all of our subscribers oy that 
method. 

From which of the carriers dv you obtain your 

wire service? 

American Telephone and Telegraph. 

Will you describe tne type of circuit which you use 
for servicing your subscribers? 

vie have a single continuous circuit throughout the 
United States with drops in each city where we have 
a wire service subscriber. The news headquerters is 
at Washington, D. C-, from which point the complete 
service originates. In addition, the circuit is en- 


gineered to provide for six border crossing points 


petween the United States and the Dominion of Canada 


to service Canadian newspapers. 

How many drops do you have for domestic subscri- 
bers on this circuit? 

of the 152 domestic subscribers, 119 are serviced 


py Private Line Telegraph. To service these sub- 


seribers, we have drops in 94 cities in the 
United States. In 25 of these cities, we 

have two domestic subscribers which are con- 
nected to the same drop. 26 of our subscribers 
are reserviced by wire service subscribers and 
7 subscribers are serviced by airmail either from 


Los Angeles or from Washington, whichever is the 


closer. 

You said that in 25 cities you served two news 
papers, each of which you called a subscriber. 
these papers under separate ownership? 

No. In all the 25 cities involved, the newspapers, 
while being editorially competitive, are under the 
same ownership and in all cases one of the papers 
4s an evening edition and the other a morning 4 


tion with, in some cases, a Sunday edition in ad- 


dition. 
In your sales campaign since 1962, have you attempted 
to concentrate or to confine the subscribers to your 


service to certain areas of the United States? 
i 


No. As I testified in the prior hearings, either 
our sales force or I have solicited several times 
newspapers in every city in the United States which 
had any reasonable potential for using the News: 
Service. | 


In how many states do you have subscribers? 


| 
-As of this date we have subscribers in 40 states 
in addition to a leased wire subscriber in Hawald 


which I did not include among the number of subscri- 


bers to which I previously testified. 
| 
| 


Why did you not include the subscriber in Hawaii? 


Because the outcome of this proceeding would be 


irrelevant as to our Hawaiian subscriber. Initially, 


we serviced our Hawaiian subscriber by air mail 
service out of Los Angeles because the subscriber 
was unwilling to pay the additional cost of a wire 


5f leased from American Telephone and Telegraph. 


In September 1966, however, we were able to secure 
at a very advantageous rate--and far below that or 
American Telephone and Telegraph--2 direct private 
leased wire from Washington to Honolulu througn 
Press Wireless, Inc., 2 subsidiary of International 
Telephone and Telegraph. We were therefore able to 
offer our service to the subscriber at a price which 
was aeemed by him to be sufficiently low so as to 
warrant the added expense in order to bring about 
the more full and prompt dissemination of our 

news report. 

What was the cost differential between service 

by International Telephone and Telegraph and that 
offered by American Telephone and Telegraph? 

The cost of such a wire from the west Coast of 

the United States to Honolulu through American 
Telephone and Telegraph would mve been $2,500 

per month plus equipment charges for a 24-hour- 
per-day circuit. American Telephone and Telegraph 
would not lease us a wire for less than 24 hours 
per day. The subscriber advised me that this was 


entirely outside of his editorial budget capabilities. 


Q. 
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| 
| 
| 
Press Wireless, however, offered us a 12-hour- ne 
day private wire at $500 per month exclusive of; 
equipment. | 
In how many states did you have subscribers men 
you testified in July of 1963? 
At that time we had subscribers in only 23 states. 
Has the increase in the number of subscribers been 
fairly constant since you last testified? ! 
Relatively so. From 1964 through 1967 we added 
some 75 new subscribers and we already have 29 
new subscribers in 1968. 
Have any subscribers canceled since the mre 
started? | 


yes, we have received seven subscriber cancellations 
| 

| 

| 

$ you 


during the period 1962 to date. 

Does this mean that in those particular citie 
no longer have subscribers? i 

No, by no means. In at least three cities we ime- 
diately signed as @ subscriber the competing news- 
paper. In three cities the papers that had canceled 
in the early years of the service have resubseribed 
within the past two years. In only one of these 
cities, Lawrence, Kansas, do we remain at this time 
without a subscriber. 

Do you have any direct knowledge as to why these 
subscriptions were originally canceled? | 

In all cases the reasons for the cancellations 


were stated to be because of budget sea 


insufficient staff to handle the service, or & 
combination of both reasons. 

What do you mean by budget problems? 

For the editorial content of a newspaper, vir- 
tually all newspapers have a fixed budget for 
editorial expenses. As costs keep mounting, an 
editor ic often forced to dispense with editorial 
tools which he would otherwise prefer to maintain. 
In the cancellations to which I referred, this was 
precisely what happened and our service was can- 
celed. 

Would you please amplify what you mean by staff 
problems as a reason for cancellations? 

Certainly. It should be understood that in order 

to make proper use of our service or, in fact, any 
supplemental service of any volume, the publisher 

or editor must assign one or more experienced 
newsmen to read the entire file, to select from it and 
to process copy for the daily paper. In the case of 
newspapers of large circulations and staff, this ex- 
perienced personnel is generally already available, 
but in the smaller and medium-size papers, it is 
often a question of diverting a man from another 

job to handle an additional news service, or in many 
eases actually to employ @ new staff member. Thus, 
to a small or medium-size newspaper, the basic cost 


of the service is by no means the only additional 


cost which appears on a publisher's profit and 


loss statement for the purchase of an additional 
supplemental service. 


You testified that 7 of your subscribers are serviced 


by mail. Would these subscribers be affected | 
by any increase in line rate charges? | 
Naturally, should the costs of the leased wire 
and equipment increase a5 now proposed, our costs 
of servicing mail clients by this method would 
similarly be increased, because our mail aoe 
seribers receive identical copy specially pro- 
duced on 4 number of American Telephone and Te1e- 
graph machines at Los Angeles and Washington. 


| 
I would like to state here, also, that service 


by mail is generally confined to the smallest of 
newspapers and/or to those newspapers 80 geographically 
remote from existing leased wire installations as to 


make even the present leased wire costs outside their 


current budget capabilities. 


There have been instances, however, where subscribers 
started to receive the service by mail and subsequently 
converted to wire service to take advantage of the 
faster method of delivery. The prospect oe Cae 
mail subscribers doing so would be substantially re- 
duced if leased wires became more expensive because, 

as I have noted, budget problems were the cause of 
servicing these subscribers initially by mail rather 
than by leased wire. 


Are most of your subscribers papers with a large 


| 
| 
No, in fact quite the opposite. When we originally 


circulation? 


started the Service the bulk of our subscribers were 


newspapers with a circulation in excess of 100,000. 


when I last testified, we had no subscribers 
with a circulation less than 25,000. Now exactly 
25% of our subscribers are in this latter cate- 
gory and considerably more than half of our 
present subscribers are smaller newspapers with 


a circulation of less than 75,000. In fact, some 


69% of our subscribers are in the under 100,000 


category. 

In selling your service, do you emphasize the com- 
petitive advantage which it will provide vis-a-vis 
other newspapers in the communities in which they 
are located? 

we urge this wherever possible, particularly in 
those cities where there are two or more competing 
newspapers. We also emphasize the competitive ad- 
vantage vis-a-vis the radio and television media to 
which we do not sell. But basically our subscribers 
purchase our service for the editorial advantages 


4t affords them. 


In an increasing number of subscribing cities, the 
newspaper with whom we contract or attempt to con- 
tract is the only newspaper in that particular town. 
There the principal thrust of our sales effort is 
directed towards the improvement in the editorial 
product which would result from the purchase of our 
service. 

In your sales efforts do you represent to your 
subscribers or potential subscribers that revenue 


gains for them will offset the price of your service? 


quality of the subscribing paper through the 


| 

No. Our emphasis is on the improvement in the 
| 

| 

| 

| 


dissemination of the in-depth reports to the 
readers if our service is utilized. There are no 
direct short-term offsetting revenues from either 
circulation or advertising, although it is noped 
that a general improvement in the editorial product 
will, over the long haul, improve the financial 
position of the paper in question. 

What is your principal competition in the sale of 
your service? 

Our competition is two-fold: First, there is the 
competition for the publisher's dollar and his 
business judgment of what editorial services and 
improvements he can afford within the framework 
of his profit and loss statements. Second, our 
obvious competition is in the news service field 
itself. There are only two basic services, the 
Associated Press and United Press International. 
Practically every newspaper subscribes to one 

or other of these basic services and a large 


| 
percentage of them subscribe to both. 


In the strictly supplemental field we are in 
direct competition with the New York Times Service 
and the Chicago Daily News Service, and to a 
considerably lesser degree with Copley News. 
Service and North American Newspaper Alliance 

as well as incoming foreign news services such as 


Reuters and the London Express Service. | 


When you last testified, you stated that basically 
your contract with each subscriber provided that 

any rate increase for communication services could, 
under the terms of the contract, be passed on to the 
subscriber. 

Is this still true? 

yes, we still attempt to include a provision such 

as this. A majority of our subscribers have accepted 
such a provision, but we have subscribers who have 
demanded the right of immediate cancellation in the 
event of a rate increase for communications not being 
within their budget capabilities. We are finding poten- 
tial subscribers falling into this latter category 
more frequently in the past several months, presumably 
pecause of their knowledge of these pending hearings. 
Would you care to estimate what success you would have 
in passing on any rate increases which are put into 
effect to your subscribers? 

In my previous testimony, I estimated that we might 
lose eitner immediately or at the next renewal date 

of the contract a substantial number of subscribers. 
The same would hold true today--especially with the 
increased percentage of smaller circulation subscribers. 
On what do you base this estimate? 


An increasing awareness around the country of the 


need for editorialeconomies as the costs of produc- 


ing newspapers increase and the fact that any 
increased communication costs must obviously be 


passed on to the subscriber. 


| 
| 

Have you undertaken any survey among your sub- 
seribers to determine what effect increased 
rates would have upon renewal of existing | 
contracts? 
Obviously not. We couldn't afford to engage 
in the type of negative selling which such an 
inquiry would entail. I also have serious doubts 
that any such survey would be reliable, particu- 
larly so since an editor could change his mind 
overnight should his budget situation change. 
The factors to which I have previously referred, 
the experience in selling new subscribers, the 
cancellations which we have already experienced, 
and the increasing reluctance of potential) sub- 
seribers to bind themselves to an inerease in 
rates if the communication charges are increased 
all form the basis for my conclusion that an ab- 
normal increase in communication charges for the 
press would result in a substantial diminution of 
the number of subscribers to our service. 
What considerations do you take into account when 
determining the price to be charged for your service? 
Obviously, there are two primary considerdtions: 
The cost of the communication line and equipment 
because this is an additional fixed chargé to us 


for each new subscriber and the number of readers 


| 
of the subscribing newspaper involved. 


Which of these is the principal consideration in 
determining the price to be charged for your 


services? 
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The principal consideration is the cost of the communi- 
cation line. For each subscriber using the telegraph 
circuit, there is, of course, a flat charge per month 
for the terminal equipment. In addition we have to 
take into account the additional line mileage. 

With referenc2 to the equipment and terminal charges, 
which you are now paying, what effect percentagewise 
would the increase in rates under the regular commercial 
tariff have upon your communication costs for your sub- 
seriber circuit? 

I have prepared an exhibit as of October 1967 reflect- 


ing this 4ncrease which is appended to my testimony 2° 


Exnivit 4. This Exhibit relates to our subscriber cir- 


euit which is AT&T Circuit 7819. On the terminal 
costs, the new rates would result in an increase of 
$9,624 per annum or 59.6%; on the equipment costs, the 
increase would be $19,068 per annum or @ 26% increase 
over ind above present charges. 

Would you please supply us with the same information 
with respect to your line costs for the same circuit. 


yes. Our monthly line cost was $5,566. as of October 


‘> 
° 


1967, or approximately $66,792 per annum. 


What would be the line charge if the commercial rates 


& 


aoe dam a: 


for telegraph lines were effective for the press? 


a) 


The cost would be $140,640 per annum, en increase of 


> 


$73,844, or a staggering percentage increase of 110.5%. 
I have also set forth these figures in detail as of 
october 1967 ae Exhibit 4% to this testimony. 


Is there any consistent pattern of distance between 


subscribing wire points in all parts of the country? 


We aa ate fs as tte ey 


No, there is not. 


e 


| 
Have you made any calculations in this regard? 


Yes, I have. 


What does this analysis show? 
As of March 9, 1968, the analysis shows that only 7 
of our lines to our subscribers are in excess of 250 


miles. 
| 


What significance does the 250 mile figure have? 

It is significant because under the current press rates, 
and based upon our operations as of October 1967, the 
charge by American Telephone and Telegraph’ was $.5767 
per mile for the first 250 mile segment. 

What significance does this have in terms of the com- 
mercial rate? | 

Under the commercial rate, the charge is $2.40 per mile 
for the first 100 miles and $.98 for the next 150. 

How many subscribers do you have with a line less than 
“100 miles? | 

As of March 9, 1968, 57 of the lines to our subscribers 
are less than 100 miles, which means that under the 
commercial rates we would be charged the mexcimum rate for 
servicing these subscribers. In effect, since all of our 
subscribers, with one exception, are serviced by lines of 
less than 500 miles, we are unable to take advantage of 
the decreasing line charges under the commercial rates. 
Consequently, all of our lines, with this one exception, 


would cost us more under the commercial rates if they were 
| 


applied to us. 
Assuming the commercial rates were applicable to the 
press, can you provide some examples of how the 
increased charge for short line segments yould 


materially affect your cost of servicing present 
| 


* 


‘subscribers or obtaining new ones? 


yes, but of necessity my answer must be somewhat lengthy. 


Let us examine 2 concrete example of our present net- 
work which in the western United States services 
-Redding, California, and Portland, Oregon by a direct 
»leased wire between the two cities for 2 total of 345 
“air miles. The present cost to us of that segment of 
the line is $193.49 per month. Under the commercial 
tariff, the charge for the same line by American Tele- 
i phone and Telegraph would be $340.20 per month, or an 
increase of 75.8%, which charge would have to be passed 
on to both clients, although so far as they are concerned, 
they are receiving no additional benefits. Now let us take 
‘ that same line from Portland, Oregon, to Redding, Cali- 
fornia, and hypothesize that we are soliciting 2 sub- 
scriber in Eugene, where the present newspaper circula- 
tion is 50,445. To service Bugene, we would add only 
six more miles to our present line from Portland to 
Redding, or an increase of some $4 or $5 per month 
under the present tariff. However, under the proposed 
tariff, we come up with the ludicrous situation where 
to include Eugene on our line between Portland and 
Redding, we would be assessed an additional cost of 


$242.61 over our present costs and an increase of 


$3535 
z per month on the new tariff. In effect, we 


would be paying @ SE ae for an additional 
1s. 
six miles at the rate of gases per mile per month. 


To give you another example, assume that our 


Portland to Redding line was routed through 


Medford, Oregon, which is exactly 224 miles 
from both Portland and Redding, or a total of 
448 miles. Under the new proposed tariff, the 
charge for this line without Medford would be 
$397.88. To add Medford, because of the shorter 
segments involved, eer A) the monthly charge 


would increase to for the same distance, 
125.16 

or an increase of for the same line and 
| 


for the same distance just because we added a 
new subscriber. | 
| 


| 
The increased charges to which I have just re- 
| 


ferred relate only to the proposed increased 
| 
direct line costs and do not include the proposed 
| 


increase in equipment and terminal charges. | 

It can thus readily be seen that under the new 
tariff, there will of necessity be many instances 
where it will be uneconomic to the News service and 
its existing subscribers to add new subscribers. 
Surely any tariff which imposes financial restric- 
tions of this nature on the press will impair the 
widespread dissemination of news. 


Is it your position, then, that because of the 


unique requirements of the press, & special tariff 
| 

should be retained which takes into account the 

short line segments to the subscribers which are 


served by the news services? 


Thet is precisely my point. I would imagine that 
commercial users require service between diversi- 

fied locations which would enable them to take 
advantage of the lower rates for the long haul. 

This, as has been demonstrated in this testimony, 

is not the case with @ supplemental news service 

where users in highly populated areas of the country 
tend to be very short distances apart. And even in 

the less densely populated areas, the very structure 

of the commercial tariff would deter us from adding 

new subscribers where we would lose the advantage of 
the lower rate for the longer haul. Commercial 
locations are predetermined by the nature of the 
business conducted, not the communication rates. In 

tne case of News Services, the rates very well can 
determine the cubdscribers that may be served, thus 

the communication rates have 2& direct bearing on the 
widespread dissemination of news. 

Are there any other features of your need for telegraph 
lines which you believe distinguish these needs from com- 
mercial users? 

Yes. Commercial users, I would imagine, in the main, have 


need for service on 42 oh-hnour-per-day basis. Even where 
they do not need the oh-hour service, their needs are gene- 


rally during the business day when the commercial traffic 


4s at its peak. In the case of supplemental news services 


such @s ours, oh-nour-a-day service is not now and will 

not in the foreseeable future be needed to supply an ade- 
quate service to subscribers. Our present service needs 
are covered adequately by eight hours a day, two days 2 
week, and nine to ten hours a day, five days a week, during 


the late afternoon and evening hours. 


Under the new proposed commercial tariffs, couldn't 
you utilize the 24-hour service for which you would 
be required to pay? | 

No. Almost certainly a large percentage of the 
purchased daily time would remain idle. | 

Why is this? : 
In the first place, the service is the product of 

the editorial output of two morning newspapers, 

the staffs of which prepare their copy and make it 
available in time for the morning deadlines of their 
own publications. Thus, after our parent newspapers 
have gone to press and prior to the preparation of the 
next day's copy, there would be little or no material 
physically available to move on a4 2l.-hour-per-day leased 
wire. 

Secondly, right from the inception of the service, 

we have guaranteed to newspapers that our service 

would not be made available to radio or television 
stations or networks. Thus, we have no opportunity of 
recouping our losses by preparing special broadcast ma- 
terial at a nominal cost for transmission during the 


otherwise idle hours. 
Thirdly, under the commercial tariff, we would not 


| 
pe permitted to share the use of these lines with 


anyone else, including press users. 


Fourthly, even if we should attempt to fill some of 


the idle hours with minor, timeless feature material 
available from our files, this would merely impose an 
| 


added burden on the editorial staffs of our subscriber 


newspapers with no financial or editorial. advantage 
to them. 

Could you not, with modern technology, readjust 

your line and/or divide channels so as to minimize 
the impact of the increase of rates if the commer- 
cial tariff was made applicable to the press? 

No, we could not. We have a single line which goes 
to diverse points, scattered about the country, and 
the size of our service does not permit us to sub- 
divide channels inasmuch as we lease only one channel. 
To make subdivision completely practical, it would be 
necessary to have the requirement for 18 to 22 con- 
ventional circuits. 

we have bcen discussing the telegraph lines to your 
subscribes. Is this the only private line which 
you presently use? 

No, it is not. 

What other line or lines do you have? 

We have @ direct line between Los Angeles and 
Washington which we use simultaneously with our sub- 
scriber wire to relay stories to our central filing 
point in Washington. 

What effect on the charges for this facility would 
be prought about if the commercial rates were appli- 
cable to the press? 

our charges for this direct line, Circuit No. 7899, 
would be increased by $3,880. per annum 4s shown 

in the attached Exhibit 6. This, together with 
previously mentioned line, equipment and terminal 


charges, amounts to an annual increase of $106,417. 


if the commercial rates were applied to our Service. 


increase in equipment and terminal charges? 


| 
| 
! 
Does the increase of $3,880 include the proposed 
| 
| 


Yes, it does. 
Is the News Service a profitable operation? 

This is 2 question which is practically impossible 
to answer without discussing the methods of cos 
accounting employed by the News Service. If th 


News Service were 2 totally independent operati 


and responsible for all the costs or the gathering 
of the news which it disseminates, it would be) ‘now, 


and would always be, a tremendous money loser. | 


However, as 2 joint venture of two newspapers, | the 


| 
| 
only practical method is to assess to the News| 
Service only those costs for which the News service 

is directly responsible and to make no assessments to 
the News Service for the raw product, i.e.; che gather- 
ing of news by the staffs of the Los Angeles Times and 
The Washington Post. 

Even based upon the direct costs to the News = of 
its own operation--leased wires and equipment, News 
Service editorial personnel in Washington and Los 
Angeles, administrative, sales, sales promotion, ac- 
counting and clerical staffs-- there has penile aeficit 
during the five full years of its operation. We are 
just now, with @ continuing number of additional sub- 
scribers, beginning to visualize the day when we may 
be operating on & break even basis. 

Do you maintain separate records for the News Service? 
Yes, we do. We have during the month of March, 1968 
prepared proforma profit and loss statements based on 


operating costs and revenue within the continental 
United States from and relating to domestic wire 
subscribers for the years 1965, 1966 and 1967. This 
proforma profit and loss statement is attached as 
Exhibit to this testimony. 

Could you summarize what you believe would be the 
effect on newspapers in general and news services 

in particular of the application of the new commer- 
cial rates to the press? 

I believe that newspapers and, particularly, those of 
small and medium-size circulation, would as @ direct 
result be forced for economic reasons to eliminate 
some news services and thus deprive their readers of 
the contribution by these services to the widespread 
dissemination of news, which, as the Commission has 
noted, is in the public interest. Moreover, it would 
appear that the introduction of such commercial 

rates would be discriminatory as to the press by 
imposing upon them compulsory longer hours of service 
when the broadcast industry, the newspaper's main 
source of competition, is permitte 


hour segments. 
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LOS ANGELES TIMES-WASHINGTON POST EXHIBIT 4 
EXHIBIT 


Circuit No. 7819 (Subseriber Circuit) 


TERMINAL CHARGES 


Present monthly charges* $ 1,425.15 
Proposed tariff** 2,227.15 
Increase per month $ 802.00 
Increase per year $ 9,624.00 


Percentage increase 59.6 


EQUIPMENT. CHARGES 


Present monthly charges* $ 6,106.85 
Proposed tariff** 7,695.85 
Increase per month $ 1,589.00 
Increase per year $19,068.00 


‘Percentage increase 26.0 


As of October, 1967 
As of August 1, 1968 


[SETH 
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LOS ANGELES TIMES-WASHINGTON POST EXHIBIT 5 ¥ 5 


EXHIBIT NO.. 


Circuit No. 7819 (Subscriber Circuit) 


LINE CHARGES 


s* (3.00 PM - Midnight, daily) (55 paud ) 
Miles At 


First 250 mile segment 8,732 $.5767 $5,033.73 
EE “pet 520. 6 


Next 250 mile segment 
Next 500 mile segment -4614 1. 
Totals 3755 9200-6 


Proposed monthly line charges (24 hours daily) (55 baud) 
Firgt 100 mile segment 6,168 1.40 8,635.20 
Ne 2,564 2,512.72 


150 mile segment .98 
Next 250 mile segment 1,019 76 Eons 
42 1. 


Present monthly line charge 


Next 500 mile segment 
f Totals 3755 


Monthly increase 6,153.70 
Annual increase 73, 844.40 
Percentage increase 110.5 


ry 


* As of October, 1967 
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LOS ANGELES TIMES-WASHINGTON POST EXHIBIT 6 


Circuit No. 7899 (Direct Line) 


LG 
EXHIBIT NO. #7 
Page 1 x 


TERMINAL CHARGES 


Present monthly charges* 
Proposed tariff** 
Increase per month 
Increase per year 


Percentage increase 


$30.00 

72.00 

$ 42.00 

$ 504.00 
140 


EQUIPMENT CHARGES 


Present monthly charges* 
Proposed tariff** 
Increase per month 
‘Inerease per year 


Percentage increase 


* As of October 1967 
*#* As of August 1, 1968 


$ 445.00 

552.00 

$ 107.00 

$1, 284.00 
oh 
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EXHIBIT NO. ~ 
Page 2 
Circuit No. 7899 (Direct Line) 


LINE CHARGES 
Present monthly line charges* (4.00 PM - 12 midnight,daily) (75 baud) 


Miles __ At 


First 250 mile segment 250 4350 $108.75 
Next 250 mile segment 250 3713 97.875 
Next 500 mile segment 500 - 3480 174.00 
Next 500 mile segment 500 - 3045 152.25 
Last 792 miles | 792 - 2610 206.712 


Totals 2,292 $ 739.587 


Ada 25% for increase from 45 


to 75 baud $ ee 
Adjusted total 5 


Proposed monthly lire charges (4:00 P.M.-1L2 Midnight, daily) (75 baud) 
First 100 mile' segment 100 1.40 140.00 
Next 150 mile segment 150 -98 147.00 
Next 250 mile segment 250 “76 140.00 
Next 500 mile segment 500 +42 210.00 
Last 1,292 miles 1,292 28 362.00 
Totals 2,292 $ 999.00 
Add 10% for increase from 45/55 to 75 baud $ 99.90 
Adjusted total $1,098.90 
Monthly increas® $174.41 
Annual increase $ 2,092.92 


Percentage increase 18.9 


* As of October 1967 
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BEST COPY AVAILABLE 
from the original bound volume 


CERTIFICATE OF SERVICE 


I, Robert D. Larsen, certify that on this 28th 
day of May, 1968, I caused the foregoing Sworn 
Statenent of Rex Barley to be served upon 
the following persons by mailing a true and exact 
copy therecr to the said persons by regular United 
States mail, or where so indicated by airmail, pos- 
tage prepaid: 


3 
* 


Forest L. MeClenning, Esq. 
Hearing Examiner 

Feqeral Communications Commission 
Wagnington, D. C. 20554 


4 
Erfest Nash, Esq. 
Common Carrier Bureau 
Federal Communications Commission 
Wabhington, D. C. 20554 


¢ 
George E. Asnley, Esq. 
J. Hugh Roff, Jr., Esq. 
32 Avenue of the Americas 
New York, New York 10013 
Attorneys for the Bell System Companies 


é 

2. 

mas R. Matias, Esq. 
Hudson Street 

ew York, New York 10013 

i Attorney for The Western Union Telegraph Company 


rt 
6 
N 


Jghn B. Jacob, Esq. 
Dow, Lohaes & Albertson 
600 Munsey Building 
Washington, D. C. 20004 
Attorneys for Advance News Service, Inc. 


Harvey L. Lipton, Esq. 
MeCauley, Henry & Brennan 

959 Eighth Avenue 

New York, New York 10019 

x Attorneys for the Hearst Corporation, 
2 Hearst Consolidated Publications, Inc. 
: and Hearst Publishing Company, Inc. 


Douglas A. Anello, Esq. 

1812 K Street, N. W. 

Washington, D. C. 20006 

3 Attorney for National Association of Broadcasters 
g 


dohn R. Baskin, Esq. 

Haker, Hostetler & Patterson 

3956 Union Commerce Building 

Cleveland, Ohio 44115 (Air Mail) 
Attorney for United Press International, Inc. 
United Features Syndicate, Inc. and 
Seripps-Howard Newspapers 


Neale M. Aloert, Bsq. 
Paul, Weiss, Rifkind, Wharton & Gerrison 
575 Madison Avenue 
New York, New York 10022 
Attorney for Field Enterprises, Inc. 


Marshal L. Cole, 254. 
Wilner, Scheiner & Greeley 
Landnark Building 
13:3 H Street, H. W. 
Washington, D. C. 
Attorney for Triangle Publications, Inc. 


Joel Rosenbloom, Esq. 
Wilmer, Cutler & Pickering 
900 17th Street, N. VW. 
Viashington, D. ©. 20005 
Attorney for Scantlin Electronics, Inc. 


Donald C. Beelar, Esq. 
Aloysius B. McCabe, Esq. 
Kirkland, Ellis, Hodson, Chaffetz & Masters 
800 World Center Building 
Washington, D. C. 20006 

Attorney for American Newspaper Puolishers 
Association, Inc., The Associated Press, 
Copley Press, Inc., the Chicago Tribune - 
New York Syndicate, Inc., Twin Coast 
Newspapers, Inc. and McGraw-Hill, Inc. 


e 
Robert A. Saltzstein, Esq. 
Wyatt, Saltzstein & Moore 
Wyatt Building 
Washington, D. C. 20005 
Attorneys for American Business Press, Ine. 


James F. Dwyer, Esq. ; 
Satterlee, Warfield and Stephens 
277 Park Avenue 

New York, New York 10017 


Wh Ha 


Oo ° 


Attorneys Tor Fairchild Publications, Inc. | 
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LOS ANGELES TIMES-WASHINGTON POST EXHIBIT 8 


Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 


A = a od 


In the Matter of 
3 
AMERICAN TELEPHONE & TELEGRAPH COMPANY 


; and 
Docket No. 15094 


i 
THE WESTERN UNION TELEGRAPH COMPANY 


elegraph and Private Line Telephotograph 


deleere and Classifications for Private Line 
ervices Furnished to the Press. 


SWORN STATEMENT OF BENJAMIN C. BRADLEE 


SWORN 3141) SS 


i 
j 


Will you please state your nane and address? 

Benjamin C. Bradlee, 3321 N Street, N.W., Washington, D. C. 
What is your present employment? 

I am Managing Editor of The Washington Post. 

And how long have you served in that capacity? 

Since November 1965. 

Would you briefly describe what the Los Angeles Times- 
Washington Post News Service is and what it does? 

The News Service is known in the trade as a supplemental 
service. This means that the news whichwe provide to 
our subscribers essentially supplements, amplifies and 
augments the immediate on-the-spot reports provided by 
the Associated Press and United Press International, 

the primary domestic wire services, usually on @ 


same-day basis. 


Our Service specializes in interpretative, exclusive, 


in-depth reporting. We are able to draw upon the 


| 
extensive domestic staffs of both The Washington 
Post and the Los Angeles Times, plus nearly 
thirty foreign bureaus coverings major news. 


centers throughout the world. 


As part of our service in the United States we 
also distribute the major staff-written stories 
of three distinguished British newspapers, the 
London Observer, the London Sunday Times and the 


Manchester Guardian. 


Thus, through our extensive wire network, we are 


able to make available to U. S. subscriber news- 
papers the enterprise reporting of five great 
papers, in time for simultaneous publication 

and in the same form in which we publish the 
stories ourselves. : 

It could be inferred from Mr. Friendly's testi- 
mony in the prior proceeding that, because of the 
News Service, The Washington Post and the Los 
Angeles Times added several foreign correspondents. 
Would these correspondents be eliminated : the 
News Service were discontinued? 

Mr. Friendly testified back in 1963 when the News 
Service was just getting started. Based pon our 
present experience, and my personal judgnient, the 
answer today would be "No". If, however, for 


economic reasons, we were forced to discontinue 


the News Service, these news sources would no 
longer be available to subscriber newspapers. 

Can you trace priefly the development of your 

own Service? 

Our Service began operation in 1962. Initially, 
there was 2 decision by Philip Graham of the 

Post and Otis Chandler of the Times to make a 
massive effort toward self-improvement. Part 

of this was to be a news exchange between the 

two papers, one located in the nation's capital 
and one occupying an important position on the 
West Coast. Out of this came the idea to make the 
copy flow available to other papers. It took off 
from there. Today we have more than oho subscribers 


around the world. 


In starting the News Service, one of the hopes 

was that it would give other newspapers a further 
opportunity to improve the quality and scope of 
their news and feature coverage. Our objective was 
to find ways to meet present-day challenges in news 


reporting, and help spur & rapid evolution in tech- 


niques of news presentation by the press. 


How does the type of news disseminated by the supple- 
mental services differ from the primary wire services? 
The primary wire services concentrate heavily on 

"spot news," that is, the immediate report of news- 
worthy events as they take place during the day. Our 


reporters do that on occasion. But our reporters 


| 

make special efforts to seek out pertinent pack- 
ground information and put the news in perspective. 
They are aided by the fact that they write only for 
the fixed deadlines of the parent papers. This 
allows them more time to touch all bases than is 
possible for the typical wire service reporter who 
is always rushing to meet the varying subscriber 


deadlines throughout the country. 


For example, on March 14 of this year, the United 
states asked Great Britain to close down the 

London Gold exchange. This was a major event of not 
only domestic but international significance. The 
report concerning this request hit the wires of the 
primary services within minutes after the news was 
released. On the other hand, our financial spe- 
cielist, Hobart Rowan, was able to write an in-depth 
news story that day explaining this complex subject 
in perspective so as to make the event more | meaningful 


to the reading public. Our story moved immediately 


on our News Service wire and was carried on| many 


front pages throughout the country. 


To further illustrate the difference between the 
primary and supplemental services: Prior to the 
announcement by the Hanoi government of its willing- 
ness to contact the United States, two Les Angeles 


Times reporters had extensively researched and docu- 


mented the complete history of the efforts 

of this country to initiate peace talks. 

This involved several months of investigative 
reporting and included travel by these reporters 
to a number of foreign capitals in order to ex- 
plore various leads. When Hanoi signalled its 
apparent willingness to initiate negotiations on 
April 3, our Service was able, on the same day, to 
move on our wire, an exclusive series of articles 
by these two reporters which detailed in full the 
entire historical background of the government 's 


efforts to establish contact with Hanoi. 


The supplementals, by their nature, are able to 
devote a considerably greater portion of wire time 
to specialized areas of reporting than can the pri- 
mary wire services which are obligated to devote 
their resources in wire time to covering all the 


news every day. 


Because the supplementals can pe more selective 

in their reporting and can concentrate on certain 
subjects and develop a wealth of background material, 
they make significant contributions to a more complete 
and timely public understanding of national and world 


events. 


In the areas of public health, science and medicine, 


I know our Service has contributed greatly to the 


| 
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| 


public's knowledge through a number of special 
| 
reports on the pricing and regulation of drugs, 


medical and scientific discoveries, space probes, 
etc. ! 
| 
This year our Service has undertaken extensive 
coverage of the political campaigns and america's 
racial troubles. Our specialists in these areas 
report not only the daily events but draw upon 
their background to provide the insight which makes 
those events more meaningful to the reading public. 

| 
Even with the extensive coverage of our own report- 
ing staffs, I need other news services, supplemental 
as well as primary, in order to pick and choose that 
report which provides the best coverage of the sub- 
ject. Newspaper editors need a broad range of news 
sources in order to insure themselves and the read- 
ers that the information they offer comes from far 
more illuninatory sources than staged press con- 
ferences, prepared speeches and mineographed handouts. 


Has there been any observable change in the identity 
| 


of the subscribers to the News Service since it com- 
| 

| 

Yes, there has. Fairly soon after its inception 


menced operations? 


the Service began to enjoy broad usage and acceptance 
by the large metropolitan dailies. What has surprised 
us in recent years is the extent to which the Service 


| 
is being used by smaller papers. 
| 
| 
| 
| 


As of the beginning of March 1968, we had 

152 subscriber newspapers in the continental 

United States. Of these, the largest grouping, 

38 papers, were in the 25,000 or less circula- 

tion bracket. Another 34 were in the 25, 000-50, 000 
pracket, and 20 in the 50, 000-75, 000 bracket. In 
other words, more than half our domestic subscribers 
are papers of less than 75,000 circulation. 

What have you found in the way of usage patterns 

by these subscribers? 

At the beginning of March we made a one-week 

survey of usage in @ number of small papers, show- 
ing the extent of their reliance on our Service for 
their outside, that is non-local, news. We did not 
count the news briefs or shorts--items three inches 


or less. 


We found, for instance, that the Evansville, Indiana, 
Courier, 2 midwestern paper with 67,000 circulation, 
depended on us for 25 percent of its outside coverage-- 
that is to say, 25 percent of the stories it carried 
from sources other than its own staff. The Associated 


Press accounted for the other 75 percent. 


we found that the Watertown Daily Times, a New York 


state paper with a circulation of 43,000 depended 


on us for 28 percent of 4ts outside coverage, Chicago 


Daily News service 3 percent, New York Times service 
1 percent. AP and UPI each accounted for about 34 


percent. 


Today newspaper in Cocoa, Florida, @ paper of 
42,000 circulation, depended on us for 47 
| 


percent of its outside coverage, compared to 
35 percent AP stories and 17 percent UPI stories. 


Again, this is a one-week survey. 
| 
Tne Paper for central Wisconsin, published in 


Oshkosh with a circulation of 8,000, depended on 


us for 64 percent of its major outside coverage, 


and on AP for the remaining 36 percent. 


| 
| 
| 
The Gazette, of Charleston, West Virginie, with 


64,000 circulation, used us for 15 percent of its 
major outside news, the New York Times Service for 


15 percent and AP for the remaining 70 percent. 
| 


| 

The Pine Bluff, Arkansas, Commercial, with 22,000 
circulation, turned to our Service for 65 percent 
of its outside coverage, using AP for the renaining 
35 percent. 
The Meridian, Mississippi, Star, with 22,000 circu- 
lation, used our Service for 35 percent of its major 
outside news, compared to 47 percent for AP and 18 


percent for UPI. 


The Austin, Texas, Statesman, with 30,000 circulation, 
used our Service for 22 percent of its outside co- 
verage, the New York Times Service for 9 percent, 


UPI for 6 percent and AP for 63 percent. 


I cite these figures only to show the potential 
of a supplemental service for smaller papers, 
provided it 4s available to them at @ cost they 
can afford. 


In your opinion, will the dissemination of news 


& 
7 
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through the news services be affected if proposed 
tariffs become effective for the press? 

I understand that the proposed tariffs will increase 
substantially the wire service costs to the press. 
This cannot help but have the effect of narrowing 
the choice of editorial sources of many newspapers~-- 
and particularly those of marginal profitability. 
Would you elaborate on this? 


The new rates could prove harmful in three ways. 


First, there is the direct and immediate increase 
in expense of operation of the news services them- 
seives. In my own time in my present position I 
have seen the death of two long-established wire 
services that provided a further perspective on the 
news to my paper. The New York Herald Tribune service 
folded with the death of the paper in 1966. Just 
this year the Chicago Tribune-New York News Service 
was discontinued. Recently there have bem reports 
of across-the-board cutbacks in staff and coverage 
by one of the primary wire services. I don't see 


how major increases in communications costs can help 
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but aggravate this trend. Should the elimination 
of a press tariff lead to further casualties among 
the news services, the result would be a concén- 


tration of news gathering and news dissemination 


in fewer hands. 


Second, my own paper subscribes now to a number of 
AP and UPI national, regional, sports and financial 
wires, and to the British agency Reuters, as well 
as to several supplemental services. Any signifi- 
cant rate increase for these various services will 
have an immediate impact on our news budget and we 
will be compelled to re-evaluate our needs. I am 
sure this kind of reassessment will be taking place 
in newsrooms throughout the country if the press 
tariff is eliminated. Whether or not this will 
result in cutting back on news services, reduction 
of editorial staff, or other budget savings measures, 
I really do not know. I do know, however, that any 
cutback necessarily detracts from the end product, 


that is, the news disseminated to the American 


public. | 
| 
| 
Third, and most disturbing, is the impact on smaller 


papers. The magnitude of the proposed rate increases 
and the structure of the commercial tariff, as they 
have been explained to me, will make it much hore 
difficult and costly for smaller papers in outlying 


communities to avail themselves of a variety of pri- 


§ 
’ 


mary and/or supplemental services. It will be 
especially unfortunate to see @ contraction of 
usage among smaller papers which have only begun 
to explore the advantages of obtaining their 


news and interpretations from several wire sources. 


If the present healthy trend toward use of several 
news services by smaller papers is impeded or re- 
versed, as seems certain to happen if the new 

rates are put into effect, this will clearly impair 
the dissemination of information and knowledge to 
large segments of the population who live outside 


the major metropolitan centers. 


All of these harmful effects lead to the kind of 
danger the Commission foresaw in its decisions 
relating to Ultra High Frequency television, where 
the Commission hes insisted that the industry make 
as many voices as possible available in the com- 
munity. 

Is it your opinion that if the proposed rates are 
put into effect, the supplementals, as opposed 

to the primary services, are the most likely of 
the editorial tools and resources to be curtailed? 
Yes, it is. It would be all but impossible to 


operate a daily newspaper without a primary service. 


I also want to underscore Mr. Barley's point that 


the economics of a supplemental service can be very 
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difficult for a smaller paper. First, tnere 


is the cost of the service, greatly affected by 

the cost of bringing in the wire and the machine. 
| 

Then there is the cost of special desk staffing 


| 
to make the best intelligent use of the mass 


of additional copy that comes in--we are now trensmit- 
ting an average of 35 thousand words each night. 

On top of this is the possible cost of page make- 
over. AS I indicated earlier, our copy often arrives 
later than the copy from the primary services. aie 

an editor wants to get our story in his late edi- 
tions he may have to throw away type--the earlier 
version of the story. This is an expensive Luxury 
for a small paper. And as Mr. Barley has mentioned, 
from a strictly profit-loss point of view there is 

no immediate recovery of any of these costs. It is 
sometimes difficult to show even a long-term recovery. 


Could the supplementals service their subscribers by 


mail? 

of course, this is a possibility. A number of 
syndication operations place their main reliance 

on mail in order to keep delivery costs low in rela- 
tion to what subscribers are willing and able to 
pay for the service or feature offered. But, I want 
to emphasize the point that if any of our present 
wire subscribers were forced to take our Service 

by mail, they just would not be able to make the 


same use of the service they are making now--in some 


cases they would not be able to turn out the same 
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kind of paper they are turning out now. The 

public interest 4s better served if we dis- 

tribute the news by wire in order to provide 

the nublic with a better understanding of 

events as they happen. This is what newspapers 

are for. 

Does the News Service contribute to the prestige 

and success of the Post and the Times? Is if a form 
of institutional advertising which you would be 
likely to carry on in any case? 

Certainly, it contributes to our prestige and 
reputation throughout the nation and around the 
world but this does not necessarily affect our 
local business. Most service institutions engage 
to some degree in institutional advertising. 

Even the communications carriers spend considerable 
amounts each year on institutional advertising which 


presumably also enlarges their rate base. At some 


point, nowever, a newspaper or any other commercial 


enterprise is forced to give up prestige operations 
if they become too costly. Witness, for example, 
the decision of the New York Times to drop its 

West Coast and International editions. 

Is it your opinion that the press is entitled 

to preferential rate treatment by the communications 
carriers? 

Yes. The principle has been recognized by Congress 
in establishing postal rates to meet the special 
requirements of the press, and in exempting the 


press from certain excise taxes. 


Are you suggesting that the present tariffs 

for the press remain forever unchanged? 

No. But, I am urging, and I believe Mr. Barley's 
testimony further substantiates the need, that the 
public interest--in the widest possible dissemination 
of the news--demands that the tariff for communication 
services to the press be considered separately and 
apart from ordinary commercial tariffs and thet the 


unique requirements of the press must be accommodated 


in any such tariff. 


Subscribed and Sworn to before 
me this 23,,/ day of May, 1968. 


otary Pu c 


CHARLES F. PARADISE 
NOTARY PUBLIC Respectfully submitted, 


MEY COMMISSION EXPIRES OCTOBER 14, 1871 
| 
bbl eck 


ober 5 rsen 

Royall, Koegel, Rogers & Wells 
1730 K Street, N.W.; 
Washington, D. C. 20006 


Attorney for 


THE WASHINGTON POST COMPANY 
and THE TIMES MIRROR COMPANY 


Owners of the Los Angeles Times- 
Washington Post News Service 
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TWIN COAST EXHIBIT 1 


F.C.C. Docket 15094 

Twin Coast Newspapers, Inc. 
Exhibit 1 

Page | 


TESTIMONY OF THEODORE V. BIHLER 


At RE a > Bere oer 


State your name and residence address. 


' My name is Theodore V. Bihler and I reside at 85 Fieldstone Drive, Basking 
Ridge. New Jersey. 


2 What is your position with LFM News, Inc. (LFM), Commodity News Service, 


Inc. (CNS), and Transportation News Ticker, Inc. (TNT)? 


1 am a Director and Treasurer of the three corporations. All three news 
se 


ces are subsidiaries of Twin Coast Newspapers, Inc. 


| What is the nature of your duties and responsibilities in regard to LFM, CNS and 


I have the responsibility for supervision and coordination of sales, mechanical 


opefation, editorial contents, general business, and other activities. 


4, f what is your background and experience in the business of LFM, CNS, and TNT? 
rn I joined the Twin Coast enterprise in 1952 as Circulation Director of The 


Joutnal of Commerce. Then, through the years as LFM, CNS, and TNT have been 


developed, I have been gradually promoted to my present responsibilities. 


5. Describe the organization of LFM and the nature of its news services. 

The LFM operation was conceived after preliminary studies of existing news 
coverage of the livestock and allied industries indicated that the flow of timely informa- 
tion had not kept pace with the rapidly changing techniques in that field and the in- 
credsing competitive tempo in all lines of food marketing and distribution. 

i Prior to Twin Coast’s definite commitment to the LFM enterprise, however, 


we*commissioned Livestock Market Design, Inc., of Kansas City to conduct an industry- 


2 oF tee Ae oe 


F.C.C. Docket 15094 
Twin Coast Newspapers, |Inc. 
Exhibit 1 
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Two sales trips were made to Washington in late 1967, and while several others 
showed interest in the service, they would not consider any charge in excess of /$100 


per month. Consequently, reinstatement of the Washington service is being held in 
| 
It is clear that in order for us to feel free to broaden the scope of the present 


abeyance pending the outcome of Docket 15094. 


TNT operation geographically, as well as to expand our news-wire operations into other 
fields, there must be assurance of leased line charges which would make such expansion 
| 


feasible. 


| 
11. Describe the price schedule for LFM subscribers and the impact of a price increase 


on the number of subscribers. 


| 
| 
Generally, the same basic monthly rental fee is charged to all subscribers. In- 


cluded in that charge is a $15.00 optional service involving the transmission twice daily 
of The National Provisioner “‘yellow sheet” market service exactly as issued at Chicago 
by the Provisioner. However, because of the variations of customer locations resulting 
in differences in leased line charges, our prices are quoted individually for each locality. 
Consequently, the rates commence at a low of $137.50 in, for example, Oakley, Kansas 
without the National Provisioner option, to a high of $216.50 in several states, such as 


Alabama, Arizona, Arkansas, with the option. The average charge to a customer is 


presently $147.50 without the Provisioner option. 
As yet, LFM News has not been extended into the Eastern Time Zone. To do 
so would involve a market increase in leased line charges depending upon which of the 


| 
three pricing method alternatives we select from these presented to us by the carrier: 
. | 


F.C.C. Docket 15094 

Twin Coast Newspapers, Inc. 
Exhibit 1 

Page 15 


(1) Price the entire circuit on a one-hour later basis. This would 
increase our monthly cost for all circuits, east or west, by 9-1/2¢ 
per mile. The increase on our existing circuit alone would be 
$732.35 monthly if we extend this circuit to one or more loca- 
tions in the Eastern Time Zone. 


Run a separate circuit from our Kansas City transmission head- 
quarters to the nearest Eastern Time Zone point, paying the charges 
for this line and the eastern mileage at the higher rate plus required 
transmission equipment. 


Create a new sending point at some location near the Eastern 
Time Zone where perforated tape from the established circuit 
would be fed into a separate transmitter. This would involve 
office and personnel costs in addition to the transmission equip- 
ment. And the mileage in the East would still be at the one-hour 
later pricing, 9-1/2¢ higher than we currently pay. 


No matter which alternative is chosen, higher prices are the penalty we must 
3 
pay for Eastern expansion. 


The major expense of our company is the leased line charges, so our pricing 


peficy by necessity reflects those charges. Where we find that the charges approximate 


the payments of a particular customer to us, our first tendency would be to raise his 
rates: however, because of competitive considerations and in hope of future expansion 
our policy has been'to absorb the increased cost and carry the customer at a loss. 

In Hyrum, Utah, for example, a subscriber pays us $162.50 monthly for his LFM 
service which costs us $201.38 in leased line charges alone. Were we to raise our price 
tora break-even point for that subscriber, our experience shows that he will probably 


drop the service. 


F.C.C. Docket 15094 
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While the ability to pay of each of the users of this news-wire service i of 
course dependent on their individual circumstances, from our experience we can say that 
because of the importance of each subscriber in our economic picture and the present 
high leased line charges, it would be impossible for LFM to increase its basic charges 
without incurring losses in customers and losses in revenue. This situation occurs ona 
smaller scale whenever we lose a customer on one of the long wire extensions into te- 
mote areas of the country. This loss results in the leased line charges per subseriber 
increasing to the point where some wire extensions now in the break-even or marginal 
category have to be carried at a loss or dropped. As an example, the leased line charges 


to transmit to all our customers in Oregon and Washington are higher than the aggregate 


monthly fee of these customers. While we have been able to absorb this now moderate 


loss in the interest of serving these remote subscribers, the advent of increased communi- 
cations costs would force us to withdraw from this area. | 
Non-communications costs, in a broad sense, are allocated among uses by their 
inclusion as a cost factor in determining a remunerative rate for providing these news- 
wire services. Because of demonstrated subscriber resistance to high service charges, 
management has been forced over the years to absorb increases in editorial, dlerical, 


. | 
accounting, and other cost factors. 


| 
Since the formation of the LFM wire service in December of 1964, there have 


been no increases. However, we can assume from the experience of PAM (see PAM 
News Exhibit 1) which lost a substantial number of its subscribers as a result lof a rate 
increase in 1958, as well as the reports from customers and prospective customers of 
LFM over the years, that any increase in rates as would result if the proposed leased 


line charges were put into effect would result in a similar substantial loss in cescomers 


oo 
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The leased line charges during 1967 were $302,106, or more than 73% of the 
total operating expenses ($413,079) of LFM. As shown in Attachment D, loss 


of press rates would increase the leased line charges for LFM’s present (April 1, 


1968) circuits by $11,273 per month or 36%. This increase, when taken on an annual 


basis, amounts to 33.6% of its entire operating budget for 1967! 


12. bescribe the price schedule for CNS subscribers and the impact of a price increase 


on thé number of subscribers. 

The same basic price of $195 per month is charged to subscribers located along 
our established circuits. 

However, where an additional leg must be leased to serve a subscriber, the 
basic selling price is increased by an amount equivalent to the added communications 
cost. Some typical examples follow: 

We were unable to service a customer in Salt Lake City at our basic monthly 
price of $195 because actual leased line charges to this point from our Denver leg was 
$220 monthly, so this installation would have shown us a loss of $25 per month on 
leased line charges alone. 

A commodity trader in Billings, Montana, who sought a CNS installation was 
quoted a rate of $398 monthly to compensate for added leased line charges involved in 
getting CNS to this city. The sale was consequently lost. 

A large grain firm wanted the CNS service installed in two branch offices in 
North Dakota. Due to the added leased line charges involved, these orders could not 
be accepted at the basis of the $195 per month rate unless the customer would author- 


ize the installation of both drops at the same time. 
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| 
Installation of a teleprinter for a new subscriber in Seattle made it possible for 
CNS to reduce the monthly price at two previously installed outlets in that city to the 
basic rate of $195, as opposed to the previous premium rate of $250 for each, based 


on leased line charges. 


In addition, our subscribers have a sensitivity to price which varies from season 
to season and year to year. For example, during a period of unusual pctivity in grains, 
those subscribers interested primarily in grain have a minimal resistance to price in- 
creases. Similarly, a churning market in sugar, silver, pork bellies, potatoes, or any other 
important commodity traded on the futures market will bring an upsurge in demand 


from those persons in that segment of the commodities market in the momentary spot- 


light. | 

However, a sound operation requires a reasonably stable “hard core” subscriber 
list which would permit a low sales price to attract maximum utilization of our circuits. 
When a price increase has an adverse impact on that “hard core”, our entire circuit is 
placed in jeopardy. | 

When the prices to users were increased in late 1963, eifavorsblekc customer Te- 
action was immediate. A number of cancellations were received and the consumma: 
tion of new installations under negotiation at the time was adversely affected by the 
new higher basic charge. Based upon this experience and the experience of the PAM 
News wire, we have found that subscribers are highly sensitive to any rate increases. 
which not only result in cancellations by existing subscribers but also make doubly 


difficult the selling job on callbacks to potential customers previously contacted. 
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; The leased line charges during 1967 were $380,534 or 61.9% of the total oper- 
sing pees Attachment E shows the impact on our leased line charges which would 
results from an abandonment of the present press tariffs. The increase in charges would 
amouht to $12,587 per month—an increase of 42.7%. This increase, when annualized, 
is 24, '6% of CNS’s entire operating budget for 1967! 

In order to maintain our basic prices, it is obvious that with any increase in 
leased line charges, the other items of costs—editorial, wages, accounting, clerical, etc.— 
must veither be reduced or the profit potential of the entire operation reduced. Since 
our ht rate increase in 1963, we have suffered a reduced profit absorbing the increases 
in césts i in areas other than communications. However, with increase in leased line 
charges of the magnitude now under consideration, we could not absorb the increase 
and maintain a reasonable profit but would have to pass this increase on to our cus 
tomérs. Based upon our previous experiences, we know that such an increase will cause 
us to lose customers, and make the task of finding new customers more expensive and 
more difficult. 


In the event of any increase, the first subscribers to drop the CNS service 


me be the smaller farm cooperatives and feed mill operators. Commodity brokerage 


org$nizations with branch office operations would review their telecommunications 
set-up and probably cancel some divisional units presently receiving the CNS service. 


Tae end effect would be a substantially reduced list of subscribers. 
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13. Describe the price schedule for TNT subscribers and the impact of a price increase 
on ee tunioes of subscribers. | 
TNT services a highly specialized field, numerically limited. The relatively small 

number of potential subscribers and the consequent lack of opportunity to owen per- 
customer communications costs by filling in along the circuit to lower the average per- 
unit bes presents a particularly acute problem for the TNT circuit. Increase in leased 
line rates of the order of these proposed in this Docket would definitely limit the de- 
velopment potential of this service. | 

The TNT service basic rate in the Metropolitan New York area (where intrastate 
rates are available) is $75 per month. Differentials occur based on the type of printer 
installed, and in a few instances subscribers in suburban areas are charged a slightly 


higher rate because of the additional leased line charges. 


| 
The leased line charges during the year 1967 were $35, 350. or 65. Sle of the 
| 


total operating expenses of $53,996. 

Obviously, when we expand the service so that interstate line rates rt into 
play, the leased line charges become the determining factor in our rate policy and it is 
such charges that have thus far prevented the TNT service from significantly broadening 
its operations geographically. Lower leased line charges would reduce this handicap: 
continuation of the present charges would permit us at least to extend our| lines to those 


areas where a sufficient number of subscribers could be secured to enable us to pro- 


rate the leased line charges so that the service could be operated profitably. 
| 
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14. aWhat actions would management take if the proposed leased line charges were 
made effective? 

ke Higher communications costs would force us to abandon any efforts to extend 
the TNT service into those cities where potential subscriber interest has been demon- 
strated, except New York City where we already have subscribers. 

} With respect to CNS and LFM, increased leased line charges would compel man- 
agefhent to reduce its staff of administration, editing, and reporting personnel, eliminate 
some parts of the editorial service or discontinue segments of the circuits in the mar- 
gingl or break-even category, as well as pass some of the line charges increase on to the 
customer. 

; If a combination of these actions failed to maintain CMS and LFM operations 


rethrning 2 fair profit, management would discontinue the services entirely. 


153 How would the prices to customers be affected if the number of customers 
dedreased? 

In the case of LFM, our prices to customers have not changed whenever we 
haye had 2 customer ‘drop our service, even though the actual cost per remaining cus- 
tofner would normally increase. In some of our distant circuits in remote producing 
and shipping areas the leased line charges absorb all or substantially all of the return 
from those customers. We have maintained this pricing policy temporarily with the 
expectation that other business in those areas will subscribe to our service and thereby 
reduce the per customer communication costs to a reasonable level. 

: However, in the case of CNS we have on a few occasions been forced to 
terminate service on circuit legs which cease to cover their communications costs. 


q 
’ 


° 
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Lowever, similar to our policy for LFM, from time to time we temporarily maintain 
an unprofitable leg on a break-even basis, or even at a slight loss, in the hope of re- 
placing customers on that leg to the point where communications costs would again 
be covered by the revenue paid by the leg’s subscribers. | 
16. If press rates continue, what additional expansion is planned by Twin Coast? 

If communications costs are maintained at their current levels, we would add 
two o*more business news services to our overall news-wire operation. Such proposed 
additional services have been under study, with activation of the expansion plans await- 
ing the outcome of the present rate proceedings. However, we cannot expand as long 
as we &re faced with the possibility of increases as substantial as those proposed in 
this preceeding. | 

* Furthermore, continuation of press tariffs would permit Twin Coast to expand 
both the scope and the coverage of LFM, CNS, and TNT. But again, the management 
of Twin Coast does not feel that substantial expenditures on expansion are warranted 
so long as there is a possibility that the costs for leased line services may be substan- 


tially increased, thereby receiving that expansion. 
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UPI EXHIBIT 5 


TESTIMONY OF CLIFF McDOWELL 


Please state your name and address. 

My name is cliff McDowell. I reside at 177 East 
Hartsdale Avenue, Hartsdale, New Yorke 

By whom are you employed and where? 

I am employed by United Press International, Inc. 
(UPI) in their general offices at 220 East 42nd 


Street, New York City. 


What is your position with UPI, and how long have 


you held that position? 

I am the General Newspictures Manager of UPI, 4 
position I have hela since July 1965, when I suc~ 
ceeded Mr. Frank Tremaine in that position. From 
January 1, 1952 until July 1965, I was the UPI 
Pacific Division Newspictures Manager, pased in 
San Francisco. Before that time I was with Acme 
Newspictures from 1946 until Acme Newspictures 
was taken over by UPI in 1952. 

What are your duties as General Newspictures Manager 
for UPI? 

T am in charge of the UPI Newspictures Department, 
and in that capacity I am in charge of and re- 
sponsible for all domestic and foreign operations 


of UPI in the newspictures field. 
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in tabular form the relationship of our total 


domestic distribution costs to totel domestic 
| 
operating costs, and of total domestic leased 


wire costs to total domestic operating costs and 
| 


total domestic distribution costs for the years 


1965, 1966 and 1967. 


Based upon your experience in the newspictures field, 
| 
would you say that telephotograph transmission is 


still an important method of disseminating the news 
| 


to the public? 


Yes indeed, and I fully subscribe to the answer 


| 
which Mr. Tremaine gave to a similar question in 


| 
his 1963 testimony. Only through telephotograph 


transmission can we distribute newspictures with 
; 
the speed, dependability and high picture quality 
which is essential to meet the requirements of our 
: | 


subscribers for fresh, up to the minute news /in 


picture form. 
Mr. Tremaine, in his testimony, presented certain 
figures with respect to the losses suffered on the 
UPI newspictures operations. Can you give us more 
current information on this subject? | 

Mr. Tremaine described the large losses which up 
to the time of his testimony UPI had suffered 
since it entered the newspictures field in 1952. 
Although we have added subscribers, we have mare 


| 
tinued to sustain large losses. The aggregate 


oh. 


loss on our overall newspictures operations for 

the years 1965 through 1967 exceeded $1,050,000, 
and over the same period the total loss in our 
domestic newspictures operations, which are 

largely dependent upon our private line telephoto- 
greoh network, exceeded $319,000. We are constantly 
striving to reduce those losses in every way possi- 
ble. fhe loss in 1967 on these operations was 
$80,600. 

Why does UPI continue to operate a newspictures 
service if it is such a loss operation? 

UPI is a global, independent, general news agency 
and as such must provide newspapers and broadcast 


subscribers with a full and complete news service, 


including pictorial as well as word coverage of 


the news. As Mr. Tremaine testified, it was in 
order to discharge its function as @ general news 
agency that UPI entered this field in 1952 and we 
must continue to provide ea high caliber newspictures 
service competitive with that of the Associated 
Press, our principal competitor. If because of 
continuing losses we were to drop out and abandon 
the field to the AP, the resulting lack of com- 
petition! would, in my judgment, inevitably lower 

the caliber of service and severely reduce the 


variety of newspictures now available to newspapers 
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and television stations and bring about a serious 


impairment in the dissemination of news in pictorial 
| 


form. The objective of our department is not only 
| 

+o maintain, but also to improve upon and expand 

our newspictures service, and at the same time 


Lope to operate without a financial loss so that 
| 


our department can carry its own weight in the 


UPI overall operations. 


Mr. James F. Darr, the General Manager of Communi- 
| 


| 
cations for UPI, has given certain testimony with 


‘respect to his repricing of the private line tele- 
$ 
photograph channels which UPI leases from AT&T 


‘under the rates applicable to commercial customers 


F.. order to determine what the net increase ih 
: | 


charges would be if those rates were applied to 


| 
the press. Are you familiar with that testimony? 


I am, and I accept Mr. Darr's calculations. He 


has advised me that on the basis of his repricing 
r) i 
the increase in AT&T charges on our telephotograph 


‘network, if the press rates were lost, would be 
248,050 per month, or at the rate of $96,600 per 
year. | 

ait the AT&T charges applicable to UPI's aonestic 
telephotograph network were increased to the ex- 
go indicated by Mr. Darr's repricing, what. 


effect would that have upon the newspictures 


operation of UPI? 


Fe ee es ee 


oe 


An increase of this magnitude would pe a very 
serious blow to our newspictures operation. As 

I have stated, our domestic operations are still 
operating at a loss and the threatened increase 

in charges on our telephoto circuits would more 
thei double our last year's loss; and because of 
our continuing losses we have been severely limited 
in our ebility to do the things we would like to 

do to improve and expand our telephotograph net- 
work, #ll of which things would cost money but 
would enable us to distribute the news in pictorial 
form even more widely and more effectively. Such 


an increase in our costs of operation would further 


put off the day when we can undertake some of the 


improvements we would like to make. 

What are some of the improvements which you have 
in mind? 

I would certainly like to upgrade our network by 
eliminating the full-period telephone sections 
which we now have and adding Schedule 2 telephoto- 
graph sections in their place. 

I would like to extend our network to 
certain edditional areas of the country for the 
purpose of putting additional transmitters on our 
system.’ This would enable us to do a better and 


more adequate job of on the spot news coverage. 


-T- 


Higher charges for the necessary circuits wo 
certainly forestall any such program. 


i 
I would also like to expand our research 


and development activities in the area of aevelop- 
ing better ways of newspictures transmission and 
distribution. For example, there is a trend 


toward increased use of color pictures by both 


TV and newspapers. The present system of trans- 
| 
mission, utilizing the existing telephotograph 


circuits, is a method too slow for good operations, 
and the only presently known alternative systen 
requires a costly wide band circuit, priced con- 
pletely out of the reach of UPI. Continued re- 


| 
search in this field is needed. Unfortunately, 


our research and development activities are now 


very limited because of our deficit situation. 
| 


Of course, we are always seeking toladd 


| 
new subscribers, but any substantial increase in 


our delivery costs would require higher charges 
by us and would severely limit our rate of growth. 
| 


| 
| 
There are some small newspapers not|now 


| 
on our telephotograph network which receive | our 


| 

newspictures by mail. These papers could ao a 
| 

more adequate job of serving their readers if 


they could afford to receive service by the much 
i 


faster method of telephotograph transmission, but 


8 


higher charges for such service would further 

put off the time when we could add these papers 
to our network, as well as others which either 

do not now have any service or have only one 
service. Most TV stations subscribe to only 

one newspictures service, put we believe that 
they could do a better job of news coverage if 
they had available to them not only the increased 


quantity of pictures but also the greater variety 


of pictures which an additional service would af- 


ford then. 

Has any decision yet been made by UPI management 
as to how any increase in costs would be handled? 
No. Until such time as our charges were actually 
increased, there would be no necessity for manage- 
ment to decide what to do about a situation which 
may not arise, and we are certainly hopeful that 
ow: costs will not be increased. 

Have you considered what steps might have to be 
taken if your costs were increased to the extent 
indicated? 

Yes, I have. We could not accept en increase in 
our costs of the magnitude indicated without 
attempting to increase our revenues from sub- 
seribers or effecting economies by curtailing 

our services. Mr. Tremaine in his testimony had 


mentioned as a possibility the converting of our 
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entire telephotograph network to full-perioa 
telephone. However, I do not regard that as 

| 
an acceptable alternative, nor would I be willing 
to see us attempt in any way to curtail our 
services. We could not permit any aeterioration 
in any of our services without first exhausting 
every other possible alternative, so we would 
be left with no choice but to try to pass eny 
increased costs on to our subscriber newspapers 
and television stations. 
Would you anticipate any aifficulties in passing 
such costs on to your subscribers? | 
Yes. The fact that we have been unable to reach 
a break-even point in our. domestic operations 
indicates that our subscribers cannot or will not 


| 
pay enough even to cover our costs, and our; ex~- 


perience in UPI has been that every time we announce 
an assessment or make an increase in our charges 
to subscribers, we encounter great resistance and 
receive a sharp increase in notices of cancellation. 

This can be illustrated by what happened 
when, due to increased labor and other costs, UPI 

| 

made a 10% across the board increase in charges 
to all its subscribers, effective July 2, 1967. 


Normally, we find that we receive & rather level 


flow of contract cancellations from month to 


month, but in June 1967, when we announced this 
increase, our notices of cancellation shot up 
349%. Our last previous increase was in January 
1966, and in the month UPI ennounced that increase 
cancellation notices rose 273%. JI am confident 
that in'each case the cancellations were due 
wholly or in large part to our assessment. 
Although we make every effort to convince these 
subscribers to stay with us, we inevitably lose 


some of them. This poses an additional outlay 


in time’ and expense by our executives and sales- 


men in their endeavors to keep these subscribers 
from discontinuing our services. 

If at any time in the near future we were 
to make a further assessment on our telephoto 
clients because of an increase in AT&T telephoto- 
graph rates, I am fearful that in a number of cases 
this would be the straw that broke the camel's back 
and would cause us to lose a significant number of 
subscribers. 

Of the 353 newspaper subscribers on our 
domestic network as of December 31, 1967, about 
50 of them are in large metropolitan cities and 
most of them subscribe to both the UPI and the 


AP service. I feel that a significant number 
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of these would go to just one service in the event 


we attempted to make a further increase in jour 
| 


charges in the near future. These are big paying 


clients and their loss would seriously affect our 
| 
earnings. | 


If UPI were to attempt to pass on the increased 
costs to its subscribers, how would you go labout 
assessing the increase on your telephotograph sub- 
scribers? | 

We would probably arrive at a percentage aes the 
total increased costs would bear to our total 


charges, and then apply that percentage to jeach 


subscriber's monthly charge. Our gross revenues 
from our domestic Newspictures Department are 

| 
running about $4,800,000 per year. This includes 


revenues from our mail delivery service which are 
: | 


not, however, very significant. The indicated 
increase of $96,600 per year, due to loss of the 


press rate, would therefore mean about 4 24 in- 
crease. | 

Do you think any of your subscribers would cancel 
the UPI service for an increase in their ahemces 


| 
of as low as 2%? 
Yes, I believe so. We have lost business to our 


competitor because of a difference in charges of 
| 


less than $1.00 per week. Since many of the 
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clients on our network are in small or medium 


we +s ~ 


sized cities, an increase in costs of a relative- 
ly few dollars per week will very often be a 


determining factor in causing them to drop a 


ee ee ee 


given service. 


To the extent that you were unable to offset any 


T:* 


increase in communications costs by increasing 
charges to your subscribers and had to absorb 
the increase, what effect, if any, would this 
have upon UPI's newspictures operation? 

It would certainly aggravate our deficit situ- 
ation and would further impede improvements in 
our service, as I have already explained. 

If a subscriber dropped off your telephotograph 


network because he was unable or unwilling to 


pay increased charges, could you not continue 


to serve him by mail? 

Yes, but this would be a most unsatisfactory 
alternate. We do have a few domestic clients, 

very small newspapers, receiving their pictures 

by mail. I do not believe we have any TV clients 
receiving a mailed picture service. Actually, 

we are engaged in a program that I hope some day 
will see us completely out of the mailed print 
servicing of spot newspictures. 

What is the position of UPI with respect to whether 


there is a need for a continuation of the present 


-13- 
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press rates for private line eetemoeoeeas) 
services and channels? | 

We believe that the sharply increased charges to 
UPI for newspicture communications circuits which 
would result if the current press rates wens 
abolished and we had to lease our circuits under 
the higher commercial rates, and the dameging 


impact which those increased charges would heve 

in further aggravating our Newspictures Depart- 
ment loss situation, clearly show our need for 

a continuation of the present press rate telephoto 
schedule without substantial change in the level 


of rates, and this is what we ere urging in this 


proceeding. 


Table No. lL 


U.P.L. NEWSPICTURES 


kelationsnip of jtotal Domestic Distribution costs to total Domestic Operatin 
costs and total Domestic Leased Wire costs to total Domestic Operating cost$ 
and total Domestic Distribution costs for the years 1965-66-67. 


! 
Domestic 


1 
Total (Direct) Cnerating 


Expense j $4,897,292.61 


Total Distribution Expense 2,441,508 .49 


891,042.81 


v-cal Leased Wide Expense 


I 


° 
Percentage to Total Operating 
Expense ) 


Total Dist»yibution 
Total Leased Wires 
Percentage to eee Distribution 
Expense ' 
' 
Total Leaséd Wires 


$4,952,527.38  $5,009,554.46 


2,434,327.10 2,421,185 .57 
877,898.62 898,871.38 
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Direct Testimony of Jose h J. Graziano 


| 
My name is Joseph J. Graziano and I| reside 


in Edison, New Jersey. I am employed by the Western 
Union Telegraph Company, 60 Hudson Street, New York, 
New York as Manager - Applied Rate Engineering in the 
Revenue Requirements Division of the Finance Department. 
I have been employed by Western Union for 
approximately twenty years and have had various assign- 
ments with the Company including those of Manager - 
sconomic Studies, Assistant Director - Rate Engineering, 
Ces Rate Engineer and Rate Engineer. I have held my 
Sresent position since May, 1967. My educational back- 
ground includes a B.B.A. degree from Pace college with 
¢ major in Finance and Business, and a degree of Master 


| 
of Business Administration, in 1965, from New York Univer- 


sity, majoring in Public Utilities, their management, 
economics and regulation. 


My present position encompasses responsibility 
for the development of rate patterns and levels designed 
to meet the Company's revenue requirements for its telegram 
gmessage service, leased private line services, Telex and 
* other services. This responsibility includes the prepara- 


tion and presentation of rate material for proceedings 


"i efore Federal and State Regulatory bodies. I also act as 


a consultant to other departments with respect to tariffs 
and related matters. 

I have assisted in the preparation of testi- 
mony and other material presented by Western Union before 
the Federal Communications Commission in a number of 
Dockets, including the Private Line Case (Docket 11646) 
and the Press Case (Docket 15094). I have appeared as 
a witness for the Company before many of the state 
regulatory comnissions. 

It is Western Union's position that a separate 
sub-classification of private line service should not be 
established for the Press. Western Union does not know of 
any factors which would justify the provision of private 
line gervice to the Press at rates lower than t.iose charged 
other users of the private line services. The same private 
line services provided the Press are also provided to many 


non-press users, each affected with varying degrees of 


public interest. For example, users of Western Union's 


private line services include the American Red Cross, 
educational institutions, the Blue Cross Association, 
hospitals, securities exchanges and dealers, banking 
institutions, research foundations and institutes, trans- 
yortation companies and public utilities. All of these 
entities are required to pay the standard rates and 


charges for the private line services they obtain. 
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The Press has been receiving private line 


| 
service at rates below those charged non-press users 


| 
for a period of some four years, since October, |1:64. 


| 
From August 1, 1967, when new private line circuit rates 


became effective, through May 31, i968, the low /press 
y > r 


rates have resulted in revenues to Western Union 


approximately $215,000 (about 20% of the total Press 


charges) below what they would have been at the non-press 
rates. 


| 
| 
This reduction in revenues has, of ¢ourse, 


| 
had an adverse effect on the rate of return earned by 


Western Union. The continuation of low private line 
| 


rates for the press will either necessitate increases 


: a =_ i 
in the rates charged to the users of Western Cnecn 


services if the revenue deficiency is to be off+set or 


R : , : | 
will require the shareholders of Western Union to bear 


the adverse effect of that revenue deficiency. 


If the magnitude of news dissemination is 
i 
a function of the costs of disseminating that news , 
then it is a function of all cost elements, not just 
communications costs. Such elements as the costs for 


electricity, gas, water, and transportation also have 
| 


an effect on the dissemination of news, yet preferential 


rates for the press have not been established for these 


public utility services. 
Western Union, of course, recognizes the 
| 
public interest in and benefits of widespread dissemina- 


. : = =| . 
tion of the news. It is not Western Union's intention 


sae | 


to suggest anything that will impair dissemination of 
the news, but it appears to Western Union that the 
amount of increase that would be meannced by common 
carriers through the application of regular private line 
rates to the Press would have only a relatively minor 
effect, if any, on the overall operating expenses of 

the Press, and as such it does not appear that the 
widespread dissemination of the news would be affected. 

It should be added, however, that in the 
event that the Commission should determine that press 
users are entitled to preferential rate treatment, the 
Commission must, aS part of this docket, determine 
thom where the subsidies to support this class of user 
are coming. 

In sunmary, Western Union believes that the 
press usage is not a proper sub-class of private line 
service and that the present record does not indicate 
that application of the standard private line rates 
would have a significant effect on the widespread 
déssemination of the news. Lacking such evidence and 
the definition of the group to pick up any resulting 
revenue deficiency caused by such a rate class, the 
chnpany believes that preferential treatment of press 
upage of private line service cannot be justified and 
warranted as being in the best interests of the total 
BeeE ee including the press, which Western Union has 


pe obligation to serve. 
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PRE-HEARING CONFERENCE 


a) 
N 
ro] 


Bs. 2 a 100 pexcert increase*. | 
z II “hon you look at the $200, it aight os one one thousandth 
. . | 
a of ome percent of thei: total gpexracing exp2ases,. | 
‘| SR. ROSENBLOOM: i would ihink that amy Sop seeking to 
i! 


urea before you oz before tha Comal 


orozesed increasea wil. have sueh 


te susply you with Yaccunt 


’ 
irs) 


| 
| 
PRYSIDING EXAMINER: I waco gimply atte woLLN to exroid. 
| 
| 
| 
| 
| 


‘ 
if 
0 the’: type of data and stepping = thes podut. i 
iF 
H o — - 
i} Bre there further watterst We She reeosd 
i | 
oa f a) agbvually discuss the cates. ! 
| see ones SP ror ors ast | : | 
12 | MR.WWASH: I would like to have sone oa3spoNss trom the ! 
, eee , 
nl Prous as co what spocisz.c © give 


| 
at i us. if they can agree that taey wilh give is © 2 speoific 
{| | { 
°f i faetval data requested by tre Cormnoa Carrier euraen Xi would | 
| 
a be very pleased of course to support eny neqazsts for additiona: 
wt time thet would be reguized in order tc provide thot data. 
; 13 PRUGIDING EXAMINER: is there any Pross service who has 
20 | refused to provide this? | } 
24 | MR. BEELAR: Mr. Zxaainer, let m2 pe z2eponsive to that. | 
st Tac data presents a different problem ‘o 2ach pax yty that we 
- aprosente We mentioned in the informal con ere ance some of 
24 jive to that data 


| the parties are going to b2 quite fuliy respor 
| Wkother or not we would xvely upon it as part o 
! 


| 
MDV ASAI ARI & 
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: 


respect to financial data other than tne percentaye ianforma- 
tion you seoke of there are some paxties that are willing 


make that 


will not make that informa-- 
for our partles. I am not 
ing fox others. including the brcadcasters. 
We do not consider that the relative wealth ox poverty 
party has any fachor in ratormaking. “Ne 
“ haves iLadeon 
Rare 
case, bus we do not coasiger that relevant. 
ve have that resexvaticn. As I say there a 
paxties that have trade secret information 
Sncend to reveal in this case. $o what we ate going tt: 
we have in mind wnat the Bureau askec for. We 
aiso our obligation to make out an affirmative care We have 


both in mind in trying to make a record, ani va abso nave 


we aré doing the best we can. 

But I cannot say on behalf of all clients that: we aze 
going to be responsive to all information that they ask for. 
Some of it is non existant. Some of it we regard as impractic 


We can show that it is imoractical when we present our testinon 


\ iy 
iH 
nt 
ins o6 
! 
. 
Zo 
- th 
at | ot 
= 
is ’ 
= 
eS * 
we 
|: 
7 
i: 
. c iv 
i 
ti 
| 
iH 
i 
. ~ : 
hid | 
tr 
i! 
4 
' 
c i 
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| 


mut I gay we have it in mind and we wiil do the best 
ue tan co meet the request to the tent we consider availabie, 


TELOTE in the proceccings. 


information = 


would Like 


. do have two items 


segtect of ATET, ix this ig the sxoper time. 
MR. AGELEY; Before we move to that, 
a comment with respect to tne reguest | 
iy. Beelar’s renarks as to ome Treason W 
| i 
time ig justified, bat something F wehid Lika to 

| 
guc the Press parties address thenselves <o in shat tine. | 
As tone as we were Geuling only with tne celetypews.tex 
! 1 
icas ané telephotograci 3ervit chere was che | 
! 


giigibility for lower rates if the prope: use was being made; 


tarifi. We universe 


thaz is the defined use in the 


“new cur 
| 
prety well. ” 
| 


whether thers 


Mow when we move into the guestion of 


should be lower rates with respect co other 


services,we have no way of knowing what of their services 
| 


| | 


In cther words, the whole guestion acw is as you look 


thev would expect lower rates to apply <o. 


to all the telephone sates which of these are used in the 
| 


dissemination of the news and which are not, beeause this has 


been the criterion in classifying: the other. 


Mr. Rosenbloom addressed himself to this point. He 
Seca stise 
CePA 


Electronics, which certainly is not 


represents- 
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we can arvive at some coche: 


wf inte private fimeuess 
; am agreeable ¢ thet 7 oh} ic the diffieculcy » 


having but sith w 3S nzed ho geh Lacs 3 > impact dnsceacd 


: of his testimony o% 


subject that! is the extent of i object to the question. 


The objection is overruled. 


: 


Phe question rut is the ::ditoriel 


budget? 


Q what is the news budgets of the Washington Foust? 


A In the vicinity of six million dollars, slightly more’ 
\ 


shan two-thirds of which are salaries. 


O * know that the Washington Fost dees rot publish over 


All firanucial statistics but I think that there are some 
Financial statics that are made a matter of public knowledge. 

< have referred to the Dun ané Bradstreet report on the Washing 
ton Pest and I would like to ask you if some statements in that 


are arprowimately correct. 


B "| don't have it in front of me. 


- AVAILABLE 
val bound volume 


The WashLocwkeda vort 


1S C2CaeBiChe 


eon digsemination 


impact 


news setriuss and 


tela a 
ra 


tmeack of the 


awyiie. vile is the iesa 
SESTNG EXAMINER: 
, Post ana 


gvieusiy teatictied. 


MR. LARSEN: 
= 


had 


Tt is a 


with the business operations. The joint venture, 


jmes-Washington 
PRESIDING EXAMINER: 

he carn 30 Stata. 
MR. LARSEN: 


to the Los Angeles Times 


Tesninegton Post bt 
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happy to snow 


ae 
otal 
hd 


“yep te oe ett es 
Whar THe 


aS 
ivy 


sn 
Sp an 
ive 


the 


- 
The 10S 


An a) 


he bean put 


joiat venture. 


Post News 


If he has 


But the questions 


-Washingtoa 


Washington Post as a single entity. 


single entity is 


b iby 


to 


SOL os 


he 


. 
Qs 


mabe & 


| 
or lordar, would 
i 


adiee haz nothsn¢ 


the Los 


Sexvice. 


no knowledge! of the fact 
| 

new are not being directed 
i 

Post News Sexvice but the 


The Washington Post as a 
| 


not appearing in this proceedinc. 


EPESIDINS EXAMINER: The oojecticn is overymled. 


4 
{ 
; 
i 
\ 
$ 


| 
| 
| 
| 
| 
| 


2 ox not. 


or digsentii 


LAMMINER: cennet have a stipuret 
pene 


stipulaics <a 


counsel wilt 
SeHaMEnation . 


your cross 


SEOUL Wine 


Mr. Examiner, suciticute Fo 


rece everyone krows that the goerations of th 
such chat this is very truco, ’et me as: 


SIDING EXAMINER: That is 


t, they doa't «know 


seems to me chat we have 


{L was wondering, it 


x. Bradiey what the percentage is, 


erther to ask Mr. 


which information Mz. Larsen could furnish at some subsequent 


or if'Mr. Bradley is willing to state or accept a 
check he wants to make th 


+ 


subject to whatever further 


atement is true, that would be also satisfactory. 
to be an important point te make the 


But this does seem 


record clear. 
Mr. Examiner, I don’t want to be too repetiti 


“4h. LARSEN: 
here but che Washington Post Company is not appearing here as a 


party to this proceeding. 
PEESIDING EXAMINER: The Washington Fost Company is appeari 


MR. LARSEN: 


you co explain haw 


operation: 


gexvice 
28 txust. 
aw 
‘Sask it is 
available to us the ancersts 


eg Times and the Wasrt ney 


| 
‘ a | 
yarviee? 
| 
BARBZEN: Let me Find cut 2f thurs as Dies! 


DING EXAMINER: What kind of agresnenc, 


Mr Nes! cout: 


i 
i 
i 
i 
i 
‘ 
i 
| 


that would le. y isolate them under joint venture j 
Mi. GinSliz: I don't know. 2 would like to see cheagqreumenct ! 


ae 


PEESTDING EXAMINER: If there is such 4 Legal agreement or: 


such a way to do that legally, ¢ wouid like you to inform me 


what it is. 


‘AR. M&SH: I would like to see the agreement 


| 

| 

| 
the 

| 
zt 


In any 2vent, as the cecord nov itand 


| 
| 
they snare their costs 
| 
| 


/ AVAILABLE 
nal bound volume 
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have the effect on the Washington Post. This seems to me 
3 
ayvery sinple point. I think the altexnative is either fox 
nladley = ive us what the percentage is or I wes thinking © 
‘ 
w2 could avoid that by reaching this stipulation. 
PRESIDING EXAMINER: X heve no cbjection to 
ep avoid disclosing financial information but if 
gue way to make a record in this preceeding that information 
Will have te be disclosed. 
MRK. LARSEN: sir, if it is celevant. f wonder us 
= 
which is part ci this record. 


MR. ROFPF: I simply want co bring it up to Gate, Mr, Larsel 


PRESIDING EXAMINER: Do you have a suggesticen, Mr. Ashley? | 


MR. ASHLEY: Yes, sir. It seems to me what we need here 


\ 
fr establish that the facts still obtain today. 
a 
t 


is not a stipulation, and of course there are peeple who are 
eing asked to enter in a stipulation who don't have knowledge | 
the facts. What we are seeking here is an admission of a 
eneral fact that might avoid bringing out the specific figures 
rom which that fact may be deduced. 

All we really need is an acmission on the part of the 
hachingten Post parties that this percentage is so. I don't 
bee that we need the concurrence of other counsel. 

3 PRESIDING EXAMINER: You do not if you if ycu wish the 


f 


Yitness to put such testimony ir: and the witness has personai 
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knowledge on which he can base such testinony. 


Yr 7 fess ~ ye = Ses 
Ungertunately, the 


xnowledge on this question. 


MN. ROFY: As a solution to th: 


ont subject to the wi 


MR. IZRSEN: Tnat would be agreeavie with me, 
we avoic. 


wrae 


nich, subjecs 


m the record. 
| 
PRESILING EXAMINER: & z é simpler way: That 


you have Mr. Bazley check check the figures and get the evidenc: 
| 
| 
| 
| 
| 


in through Mr. Bearley. 


= 1 ul = R 
WK. LRRSEN: Mx. Bariey knows nothzn¢g about tie Yashington 


Post Company 


Mr. Examiner, my recollection is that we had 


i 
‘ 
i 
4 
{ 
4 
3 
3 
i 
t 
H 
i 
{ 
1 
' 
H 
} 
‘ 
‘ 
$ 
{ 
t 
; 
| 
$ 
{ 
t 


| 
| 
a very similar situation with respect to the McGraw-} Hill Company 


at the ear2ier hearings where in order to avoid having the wictne 


a 


or eeenaeane ae 


SS 
com? dow; from New Yerk, the counsel for McGraw-Hill admitted 


for purposes of the record whet the relative size of this 


expense was to their total budget. 


It is my xecollection that is the way that was handled | 
in that instance. 
| 
PRESIDING EXAMIMEK: ‘hat is a satisfactory manner to handie 
| 


it if Mr. Bavsen wants todo so. 
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IR. LARSEN: Fine. What would you like in this foxm 


=p + -f- 


7 


wt it xight now. 


ie 


PRESIDING EXAMINER: ‘the 


MR. LARSEN: Yes. 
PRESIDING EXAMINER: That you will admit onthe record? 
Mig, GARSEN: I will adinit that on the recorc. : 
PRESIDING EXAMINER: ‘That those facts are correct? 
MR. LARSEN: That is right. 
PRESIDING EXAMINER: Thank you. 

RY MR. ROPF: 


Mx. Bradley, what has been th 


MR. LARSEN: Arewe at the Washington Post again, Mr. RO£E? | 
WR. ROFF: This is the Washington Post. 
MR. LARSEN: I object, sir. 
PRESIDING EXAMINER: The objection is overruled. It is 
a predicate question. 
SHE WITNESS: The costs have increased. 


BY MR. ROFF: 


Q I suppose one recent example of that would be your | 
iy 


new labor settlement? 
Yes, it would. 


Fas this resulted in any cutbacks in news service or 
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fgaxe on the third line of your testimony on 


¢ 
24 
v 


224 to -~ we 


a 
$} 
Ey) 


So i naa 


testimony would bs changes from a totes. 


SoS pany eyed se 
tA 


sotal of 34@ miles. 
tae vuileage change under sthandaxd 
to chack, $342.85.) 
undex the vroposed 
of $397.88. 
aford because of this change in gionres 
oh woulda be $266.54, anc 
. of 125 miles would be $164.50. 
“yo total figure for these two g2ctions wouie then be 


® 
$425,us, and this would be in place of the Bes that appears 


on pag: 15 of ycur testimony at line 9. That is a figure 
| 


| 
which was besa corrected once befcre and it now reads $523.94 


| 
and it would be changed to $425.04. 


@yan the figure on the next line would be changed co 


$83.15 in place of the figure as previously been amended to 
| 


gead $i25.16. 


: 
MR, LERSEN: I shall accept that subject to verification. 


EY MR. ROFF: 


PRESIDING EXAMINER: Thank you. 


| 
You then, Mr. Barley, in your testimony make the 
| 


284 
it would be uneconomic to add a new subscriber 
service because of the increase in line charges. 
we take the new Figures as I nave corrected them, 
state the effect es we compute chem and sine LE you 
mt this or whether you de not. 
The mileage charge, Portland 25 BEBE, without Meatar. 
the to point basis before you add a new subseriber, would 
be as ve have changed it, $341.38 divised between cwo lic2- 


Wedd Fu 
tiors, Portland and -Reacind, divided by two would be $170.34. 


| Reda Pid 
The mileage chaxce, Portland to Heading, adding Medford, 


woule be $425.04. This figure allocated to thres Locations, 
Yortiand, Reading and Medford, end divided by three 
woulda be $141.66. 
{2 those figures are correct, would this shov chat the 
= serving the three locations would be less than the 
= serving the two per subscriber? 

The fallacy in that argument is the fact that you 
don?t price news service this way. You price each client 
separately on the basis of coming on the wire at a certain 
time. So,however way you like to describe it as being three 
clients for the price of two, the fact remains that it costs 
me under these figures, subject to check, some $80 to add 
Medford without adding to the mileage on the wire. 

There must be added equipment charges, and you might 


very easily find yourself in a situation where Medford coulc 


eens 
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not afford the service because of this extra chaxzge. 


cost te the news serviced line charges 
would be Less pcx subscriber with three subscribers tn2.: 
| 


with 270 


i 
in case there) in some 
+ thesa numbers, i would like to Ge the sene 
i 


stands with the figures 


fhe figures that you new have) iy 


thing with your testinony as it now 


you have given. 


Reddivg | 
mony, the mileage charge Portland to feeding we thowt 


| 
is $397.88. Is that coxrec 
EN Ae orevisusiy stated in my testimony. 
2 As steted in your testimony. 


A Yes, as stated in my tegtinony. 


$198.94 pax location? 


That is right. 


| 
| 
| 
, “ n | : 
New if you allocate the $397.88 to two lecaticns,; 
| 
| 
\ 
| 
| 


paar ren tren eek uae a OSE TT 


By the figures that you now have stated in your 
testimony the sileage charge Portland ny SEE, including 
Medford, is. $523.04, Is that corzect? 

“y copy here shows $527.52. 


LARSEN: That was changed yesterday,|Mr. Baxley. 


WITNESS: Right. 


FY MR.ROFF: 


| Red dv: 
if you allocate, and this is Portland to Reading. 
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TESTIMONY OF MR. ALEXANDER HEHMEYER 
BY MR. ROFF: 


eee eee eareer erate 


1" Eas ae a 


Q 
eariier as counsel for Field Enterprises. 


A X was counsel when Mr. Fanning testified at the time 


he was at the Chicago Daily News. I believe that was in 


Septemb2r 1963. 


gag A 


Q When did you join Field Enterprises, Inc. as an 


> 


executive? 


ogmns + 1s 


A I became an executive October 1, 1967. 


Q I notice that you state that the newspaper divisicn 


i 


of Field owns and operates the Chicago Daily News-Sun Times 


Service. Does the newspaper division also cwn the Chicago 


(eee serge 42?. 


Daily Newspaper and the Sun Times? 


peasy 


A Yes. 
Q In 1967, what were thetotal expenses of Field Newspapé¢ 


Division? 


f 
| 
be | 


A We are a private company and we regard that as confi- 


dential information. 


Q Could we arrive at gome percentage figure, as we 
have in some instances in the past? I note that in your testim) 
you state that the private line communications costs to the new# 
service if press rates were eliminated would he $195,911; is 
that correct? 

PRESIDING EXAMINER: Per year. 


THE WITNESS: That is our estimate based on the figures 


1025 
287 
Q What is the basis for the conclusions you state on 
i Page 2 and again I think at the end of your testinony in 
summary to the effect that many ofyour newspaper clients may 


for cost reasons be forced to discontinue their use of the 


n , | 
service if wire costs are increased? 


A There is this constant pressure in the newspape> 


ch ownpnemane Ve a em ee SE manera 


business to cut down costs, particularly in the metropolitan 


‘ 
areas where you have competing newspapers - 


pet ener sete ay fnew em eer 


Q Excuse me, I don't think you are answering my 
| 
t 
question. I am asking for the basis on which you resched 
these conclusions. How did you arrive at these conclusions? 


, You have already said you did not conduct a study er survey 


i because that would be impracticable. What dia you do in order 
{ | 


. 8 to gain the information? | 

A I have talked to the editors of the Fublishers Fall 
Syndicate and participated in all the management beard meetings : 
of these divisions. It is our feeling that the biggest problem 
we havein expanding and distributing the news service is the 
limited budgets which editors have for this type ‘of service. 


Most will admit they need it. They say they wish it didn't 


Ane pen. mek OPeenenioemm MR ATs Ber ES TEES, 


cost so much. Now, our sophisticated feeling is that if the 
costs go up, the wire costs, particularly in the smaller papers 
| where the wire cost is a major factor, that they will throw 
in the sponge and say they won't take the service. 


There is no way of being mechanically precise about this. 
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i TARGEe 


think they 


Could you ve me or 


espenges and net income fo 


On the same boasts, £ éo met think I could. 
MR. FEFFERY: What is aiz.. 


RESIDING EXAMINER; 


Just to make things clear, Mr. Reed, Advances News 


Sexvice, do they have rates and charges in the same sense the 


Los Angeles Times-Washington Post News Service? 
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frat is correct. 
Q Woule you be williag 
eAe2ases Of LYM News, CNS and 
ooasvatiag enpenses of the 


WAR: Just & moment. 


Exariner, subtect to che 


the proocered wate increas 


- Mr. Bihler would be 


PRESTSING EXAMINER: 


MR. GEPFERY: That is satisfactory-~ 


M2. BEZLAR: May I make a further ing 


Apart from that, yon do have financi 


do vou, on the four wire sexvic2s? 


THE WI'TNESS: Yes, I do. 


MR. BEELAR: Profit and loss statements? | 


THE WITNESS: Yes, for the year 1967. 


I realize that XY ssked one cuestion and 


Mr. Beelar offered to stipulate to a slightly | different 


“AVAILABLE 


4, Marsa 
ALLOW REG ; 


ARifferent f 


AR. 

BY 

Now I think, Mr. Bahler, you did volu 
LEM, TNS and TNT separately”? 


MM 
My 


financial statements fo1 


EXAMINER: Mr. Jeffery, mzy I interrupt a moment? 
be 


is your admission on the basis of the presertly 


i 
4 


* 
ee races or would that include presently existing plus 


potential increase? 


The witness has testified he has no personal knowledge in 


this field. 
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@emandad for xn SOL VLIES Also, the demsnd 


news, Liselt, 
2 vou Getexmined a 
Sor wire 
Obviously, 


‘ Z re 
Lt 2.6 bavaus2 


Yea; in texms of o1, 


a own testinony 

feuand Cox news services. 

For example, we haze other testimony | 
.eus, services waicna show that those rairs 
at = substantial less. Now, if the Geman! 
services were price inelastic, if it were ee ae to a 
thange in price, then all thege news services would have to do 

| 

jis raise their price, raise their revenue and eliminate the 
loss. | 

MR. ROFF: Mr. Exeminer,I chink Dr. Udell is making state- ; 
ments that Mr. McCabe might make in argument summarizing the 


various itesm of evidence but this dces not constitute evidence. 


THE WISNESS as asked concerning evidence that I 
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Vc. 


"SOG C220 


ay NEWSpAPENS Heya oC ahserb an 


TRANG PAAHINER: | ee Ree See. ee NELALLO 
on thet evidence, is thac corxrscu? 


ts the Zactuel part of it, shan whey 


slatively this cou 8 aorninelLy 


ough they arc subsidizing to &@ tremeadous 


extent the subscribers, the non-Copley subsexibexs to the 
news service, thev have cniy lé tewkers. 
PRESIDING EXAMENER: Continue your questioning, Mr.Nash, 
EY HR. NASH: 
Q Is it your view that the elasticizy of demand 
for supplemental news services is the same as that for the 
larger news services, paxticularily AP and UPI? 


A I don't know the pretise elasticities of the 


Rising tne 


testiamany 


way ete oe 
ShQ Softee 


cimony thet: hi: 3 


vidiy, all the testireny that hac been presuated. fone 


of thet E read closely, some of ¢nat 1 read very quickly 
oovilorsiv. 
Looking at nage © Now, your flese CS formula 


5€ you also find actual price and quaatity valuzs 


to substismte for the symbole in che formuia?! 
| 
rn No. As I point out in here, given “he many 
| 
factors thet influenced demand ét any G3 point in time and 


| 
net thet these factors are chancing ovexs we) td me, trat it 
| 
| 
t 


is ¢cing to 


is really impossible to measure this. Also i 
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newspapers in the last five years? 


“hey have not. No increase to uny of their 


revemics, expenses 
after taxes for the Copley Press. inc. 
May I have that auvestion again, please? 
>TRSTDING EXAMINER: Read the questicn back, pleas: 
fhe question referred to was read by che veportenr. } 
cannct. 


4“R. JEFFERY: 


chet because you @on’t knew or beceass. 


In the first place, I don’t have 
Q Well. the difference is if you mexely don't have th 


then { would ask that they be made available to us. 


Ya would consider that private informacion. 


7 


Would your answer apply also to such finensial 


iving us such financial stiatemen:s for the 15 


<p Mtoe eaten: 


i remmene Paiee SB) ess 


Copley newspapers, only? 
MR. McCASE: Pardon me. 
If < may interject, Mr. Examiner, the testimony of Cir. 


Reynolés docs contain some expense data for the i5 papers. 


« 


In fact, I think it contains the total expense figure, < figure 


of some $48 million, which was referred to in Mr. Reynolds's 


testimeny, Perhaps that figure will be in and of itself 
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1537 
| 
acecuate fox counsel's purposes if I undexstand him at this 


1. SEPIERY: Would counsel be willing 
act, then, that the operating expenses of Copley, Press 
te a lxrger gure than thategiver in ir. Reynolds ' 


testimony fox ch: | wspapers? 


ane additicnal expenses which iucs 


= eae ¢ | FooeeA bras ae Sa 


additional cxrendinres of the Copley Preuss 


vetlecte’d in Mr. Reynolds’s testimoscy? 


R¥: That 
ING EXAMINER: 
YAVES: 


MR. YATES: 


| 
page 4 of your exhibit, 2dsixal, you st 


“tn resiect to the fifteen Copter, news- 
pepirs, the decision has been mede that, if substai:- 
| 
tial inexssases are incurred in the cost of AP and 
UEI news wire services, it may become neces sary 


= = = 1 * 
for several of the Copley newspapers siiving the 


ad 
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, xeferxving 
thet you show decline in. 
the year 2965 co the year 2967. Yet, you have de 
Sau, ones 20 per cent and anoth 
fou mirutes 


jers Tisiug. 


as? Eye 


ee = es es ~~ are 
Silm,. neweteal ea.vnus 


wavision stations. 


WE? BRA ra te are ae 


Yam not sure vw 


we fe09 


pas WOE: 


> 


We went daze petnership with the brick 


form a new company, UPIEN. The. OUMeS 


u 


i 
f 
¥ 
F 
a 


> 


c 


May 1, 1367, tuere no longex were any ecnis ceflected in ove 


a2. 


figures associated with that operation. hat: azcounc; for 
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IN THE 
United States Court of Arp 


FOR THE DISTRICT OF COLUMBIA CIRCUIT 
No. 24,395 


THE COPLEY PRESS, INC., 
FIELD ENTERPRISES, INC., and 
LOS ANGELES TIMES-WASHINGTON POST NEWS SERVICE, 
Petitioners, 


Vv. 


FEDERAL COMMUNICATIONS COMMISSION and 
UNITED STATES OF AMERICA, 
Respondents. 


AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, 
AMERICAN TELEPHONE AND TELEGRAPH COMPANY, | 
THE ASSOCIATED PRESS, UNITED PRESS INTERNATIONAL, and 

THE WESTERN UNION TELEGRAPH COMPANY, 
Intervenors. 


On Petition for Review of a Decision and Order 
of the Federal Communications Commission 


BRIEF FOR PETITIONERS 


ISSUES PRESENTED* | 


1. Whether the Commission’s Decision is in conflict with the national 
policy favoring widespread dissemination of news from diverse and independent 
sources? 


* This case has not previously been before this Court except on Petitioners’ motion for stay 
pending review, which was granted September 11, 1970. 


. 
. 
4 
é 


2. Whether,’ in view of the uncontradicted evidence submitted by the 
tress parties, there was a rational basis in the record for the Commission’s 
finding that it was unable to determine the extent to which the public inter- 
i in the widespread dissemination of news would be impaired by the elimina- 
tion of the press iclassification for private line telegraph and telephotograph 
service? 

i 3. Whether 'the Commission violated Sections 204 and 205 of the Com- 
munications Act and Section 8(b) of the Administrative Procedure Act (a) by 
dkousing the carriers from the burden of proof imposed on them in “any hear- 
i,g involving a charge increased,” (b) by ordering the elimination of the press 
Gassification for private line telegraph and telephotograph services without find- 
ing that the resulting increased charges would be “just and reasonable,” and 
@) by failing to make any findings on a material issue, specified in the hear- 
ihg order, concerning the establishment of a separate press classification for 
ifrivate line voice, data, and wideband services? 


i 


4. Whether ithe Commission erred in ordering elimination of the press 
eae : Higa fs ; 
alassification despite its finding that the record was inadequate to allow a de- 
termination of the extent to which the public interest in widespread dissemi- 


nation of news would be impaired by such action? 


REFERENCES TO RULINGS 


The Commission set forth the basis of the order presented for review in 
its Decision released April 28, 1970, 24 F.C.C. 2d 565 (1970), reprinted in 
the Supplemental Appendix. 


STATUTES INVOLVED 


Pertinent provisions of the Federal Communications Act of 1934 and the 
Administrative Procedure Act are set forth in the Addendum to this brief. 


{ 
| 


STATEMENT OF THE CASE 


This is a proceeding to review a Decision in which the Federal Communi- 
cations Commission, Commissioner Johnson dissenting, ordered termination of 
the separate tariff classification for leased private line telegraph and telephoto- 
graph services now, and for many years past, provided to the press by AT&T 
and Western Union (Dec. 413, Supp. App. 570-71). By imposing for the 
first time the full-period commercial rates on the press, the Decision signaled 
an abrupt departure by the agency from consistent past Congressional and ad- 
ministrative actions favoring tariffs especially suited to the communications net- 
works used by the press to disseminate news to the nation’s reading public. 


Petitioners are supplemental newswire services providing background and 
analytic news coverage to daily newspapers throughout the country (ANPA Ex. 
101, at 3, App. 29). These services enable the subscribing newspapers to fur- 
nish the public news which is not otherwise available to it. The public thus 
is the beneficiary of a diversity of viewpoints on news of national and inter- 
national developments (ANPA Ex. 102, at 8, App. 42). The supplemental 
newswire services compete with the major newswire services, The Associated 
Press (AP) and United Press International (UPI), as well as among them- 
selves, for a portion of the editorial budgets of the nation’s daily newspapers. 
To the extent that imposition of the commercial rates upon press users ad- 
versely affects the supplemental services, competition suffers and the gathering 
of news becomes increasingly more concentrated in fewer hands. 


Early History of Press Tariffs 


| 
Special tariffs for communications services used by the press predate the 


regulation of the rates of communications common carriers by the federal gov- 
emment. When Congress passed the Mann-Elkins Act of 1910 bringing inter- 
state telephone and telegraph service under the regulation of the Interstate 
Commerce Commission, a provision was inserted to permit continuation of the 
existing separate press rate classification (36 Stat. 539, 545-46 (1910)). The 


first private line tariff offering filed with the ICC by AT&T, approved in 1918, 
recognized the special needs of the press by a provision for part-time leasing, 
which results in reduced charges for less than full-time and off-peak use. Re- 
cbrd. F.C.C. Dkt. 2639, at 3396-98; Private Wire Contracts, 50 L.C.C. 731 (1918). 


When the regulation of communications common carriers was transferred 
$ the FCC under Title Il of the Communications Act of 1934, the new agen- 
cy investigated arid approved separate rates for the press after hearings in 1934 
in which both AT&T and Western Union contended that such rates were re- 
quired by “the public interest in the dissemination of news”. Record, F.C.C. 
Dkt. 2639, at 5779, 6002-03. Special lower rates for the press continued in 
brect until 1943. Then, as a result of the Commission’s investigation into the 
overall level of message toll rates, the carriers’ commercial private line tariffs 
frere unified with the separate press tariff. The resulting unified tariff incor- 
we the principal features of the press tariff—part-time leasing and clock- 
hour rates—and effected a substantial reduction in rates for all users, including 


[ press. See Transradio Press Serv., Inc., 11 F.C.C. 377, 382 (1946). The rates 


ior press and non-press users remained unified until the decision in the Private 


Yine Case in 1963, when commercial rates were put on a full-period basis. 


the Private Line Case 
@ 


: The Private Line Case, instituted October 19, 1955, was a general investi- 
gation into the rates and practices for all private line services of AT&T and 
Western Union except broadcast program transmission services. After extensive 
fnearings and submissions, the Commission abolished the reduced charges for 
part-time telegraph service and substituted a single rate for full-period use for 
all customers (34 F.C.C. 217, 232-33 (1963)). In view of the substantial in- 
creases the press would incur under the new tariff, the Commission expressed 


its concern over the “mere possibility” that news dissemination might be 


5 


lessened.! It expressly invited the press parties to seek reconsideration. Id. 
at 233. 


| 
On May 27, 1963, the Commission entered a further order| terminating 


the Private Line Case. It denied all petitions for reconsideration except those 
of the press parties to that proceeding” and continued for the press the rates 
then in effect for telegraph and telephotograph service “in view of the public 
interest in widespread dissemination of news information . . . [and] the rela- 
tively small impact which the indicated difference in revenue from the press 
users would have on the allocation of total revenue requirements among all 
users” (34 F.C.C. 1094, 1098-99 (1963)). By separate order, the Commission 
concurrently instituted the present “investigation into the lawfulness of the 


! 

1 On September 14, 1961, AT&T submitted revisions to its private line tariffs, in ac- 
cordance with the 1961 Initial Decision. These revisions were substantially ithe same as 
those prescribed for all users other than the press in 1963. AT&T itself contended that 
the new rate schedules were “‘contrary to sound rate making principles” and emphasized 
their disparate impact on the press as a class of customers. AT&T submitted the following 
estimate of revenue impact on its three classes of customers: 


Annual Revenues Based on Services in Effect 3/31/61 
(000 Omitted) 


Increase Due to Rate Adjustments 
Type of Charges Under Prescribed Authorized | % 


Customer ‘Present Rates Items Items 


Commercial $119,729 ($3,966) $6,483 
Government 59,737 (7,232) 2,590 
Press 9,580 1,480 337 


Total $189,046 ($9,718) $9,410 ($ 308) 
() = negative 
ANPA Ex. C. 
2 American Newspaper Publishers Association (ANPA) and UPI. 
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Zz rates for private line telegraph and private line telephotograph services” 
(28 Fed. Reg. 5540 (1963), App. 5).3 


{ If the press utilized private telegraph line service 24 hours per day, seven 
ays per week, the cost to it under the presently applicable press rates would be 
higher than the commercial charges for the same use. The lower actual charges 


ry 


EE the press tates are the result of the part-time leasing feature of the press 
ariff and the fact that press customers do not need fulltime telegraph service. 
Wnder the commercial tariff only full-period leasing is permitted.* See 


3 The Commission’s decision in the Private Line Case was later upheld on appeal, Wilson 
& Co. v. United States, 335 F.2d 788 (7th Cir. 1964), cert. denied, 380 U.S. 951 (1965). 
With regard 10 its!separate treatment of rates for the press, the Court of Appeals 
held that: 
“In view of section 201(b) which gives the Commission discretion to 
place the press in a different rate classification and the agency’s statement 
[that it was ‘in the public interest to institute a separate investigation’] the 
Commission’s action was not arbitrary or discriminatory.” Jd. at 800-01 


4 The telegraph 'line-haul rates for full-period 45-baud service are as follows: 


Commercial Before Commercial After 
Mileage Bands | August 1, 1967 August 1, 1967 


—— 
0-100 
101-250 


251-500 


501-1000 


1001-1500 
1501 and above 


Press rates for less than full-period depend upon the number of days, the number of 
hours, and the time of day the service is used. Off-peak night hours are less expensive than 
daytime service. For example, the rate which would be charged for service 9a.m. to S5p.m., 
5 days per week, is about one-half that shown for full-period press service, but the rate 
which would be charged for service 10p.m. to 6a.m., 7 days per week, would only be one- 
sixth. See AT&T Ex. 4, Att. G, App. 146. 


The carriers have urged that it is technically impracticable for them to utilize for other 
purposes telegraph lines leased for less than 24 hours. Yet, the rates charged the press for 
part-time leasing vary depending on the particular hours during which the line is leased (id., 
AT&T Ex. 3, at 11). 


Associated Press v. American Tel. & Tel. Co., 16 F.C.C.2d 277 (1968), appeal 
pending, D.C. Cir. No. 22,860. 


The Present Proceedings 


The issues as originally defined by the Commission in its Order instituting 
this proceeding were whether elimination of the press tariff would impair wide- 
spread dissemination of news; whether the commercial rates as applied to the 
press would be “just and reasonable” within the meaning of Section 201(b) of 
the Communications Act; and whether the Commission should prescribe new 
press rates (28 Fed. Reg. 5540 (1963), App. 5). Hearings were held in 1963, 
and in March 1965 the Chief of the Common Carrier Bureau issued a Recom- 
mended Decision adverse to the press. Exceptions were filed, and the case 


was submitted to the Commission in June 1965. However, the Commission 


reached no decision based upon these proceedings. 


Rather, by Memorandum Opinion and Order of November 22, 1967, the 
Commission sua sponte reopened the record because “[e]ffective August 1, 
1967, AT&T and Western Union, among other revisions, made substantial 
changes in the private line telegraph and private line telephotogmph rates, [and] 
the factual situation has changed substantially since this proceeding was insti- 
tuted.” Press Rate Case, 10 F.C.C.2d 677, 678 (1967). In addition to reopen- 
ing the record, the issues were broadened, on motion by the press parties, to 
cover the separate question of whether application of generally higher, full- 
period rates to “any private line service used by the press [would] tend to, 
or would diminish, limit or impair the widespread dissemination of news” and 
whether the separate press classification should be extended to include all pri- 
vate line services used by the press, including voice, data, and wideband channels. 
Press Rate Case, 11 F.C.C.2d 689, 694 (Rev. Bd. 1968). | 


The second hearing phase in this proceeding was conducted in September 
1968. The common carrier parties, AT&T and Western Union, introduced tes- 


timony by three witnesses. Eleven press parties, including Petitioners, presented 
| 


evidence through 19 witnesses whose testimony covered 31 exhibits, 29 attach- 
ments, and 734 transcript pages. 


At the 1968 hearings the press parties established through expert testimony, 
pragmatic business opinion evidence, and statistical data that the present special 
press rates, which include part-time and clock-hour features, are essential to 
maintenance of existing levels of usage of newswire services. The press parties 
also showed that the separate press rate classification should be extended to 
cover all forms of private line services in order to encourage further utilization 
of newswire services. By contrast, the only evidence introduced by AT&T re- 
lated in a general way to the cost structure of its private line services, the new 
technology being employed by the major newswire services, and the results of 
repricing of press circuits at full-period commercial rates (AT&T Exs. 3, 4, App. 
101: Ex. 5). Western Union also presented repricing data, and submitted a state- 
ment of company policy to the effect that it regards its press customers as no 
different from “the American Red Cross, educational institutions, the Blue Cross 
Association, hospitals, securities exchanges and dealers, banking institutions, re- 
search foundations and institutes, transportation companies and public utilities” 
(W.U. Ex. 1, at 2, App. 270; Ex. 2).5 The Commission’s Common Carrier Bureau 
participated on cross-examination but presented no evidence of its own. Taken 
as a whole, the record contains detailed evidence on present utilization of pri- 
vate line services by the press parties and the probable impact on the dissemi- 
nation of news of the application of full-period commercial rates to the press. 


Specifically, the evidence shows that the cost of private line telegraph serv- 
ice would increase substantially for the supplemental and specialized newswire 
services if special press rates are terminated. For example, the Petitioners’ com- 
munications costs would increase by amounts ranging from 61% to 139% as a 


5 Western Union provides domestic message telegram service to the press at discounts 
from the commercial rates ranging from 64% to 88%. Western Union Tariff F.C.C. No. 255; 
Tr. 1728-29. 


result of the imposition of the commercial tariff. 6 These increases are the re- 
sult of higher charges for all three elements of private line service—interexchange 
channels, terminals, and equipment. However, the largest element would be 
increases in interexchange channels resulting from elimination of part-time and 
off-peak tariffs and the disproportionally higher cost of short-! haul segments 
(AT&T Ex. 4, Att. I-1, App. 152). On an average, the press leases | ‘only 29% of 
the hours in a given week (ANPA Ex. 103, Att. C, App. 63; AP EX. 101, at 5, 
App. 92). If press customers were required to lease circuits for full-period under 
the commercial rates, they would be required to pay for 768 million telegraph 
circuit hour-miles annually for which they have no need and which they cannot 
use (ANPA Ex. 103, Att. C, App. 63). | 

The record also establishes that the commercial tariff structure fails to take 
into account the unique distributive network requirements of the press. Sixty- 
three percent of the press telegraph service would be priced at the rates for 
100-mile or shorter line haul segments and less than three percent at rates for 
more than 1000 miles (ANPA Ex. 103, Att. D, App. 85). Yet the commer- 
cial tariff is so structured that the charge per mile decreases disproportionately 
as the distance of the line haul segment increases, beginning with a charge of 
$1.40 per mile for the first 100 miles and decreasing to $.28 per mile for that 
portion of a private wire over 1000 miles. The line haul charges under the 
press tariff, by contrast, decline only forty percent for segments over 1500 


miles. See note 4 supra. 
| 
The major newswire services, AP and UPI, will not be significantly af- 
fected by the application to the press of the commercial tariff for telegraph 
grade circuits.’ Because their communications needs are so vast they are able 


to take advantage of modern technology in order to reduce ce costs. These 


6 See ANPA, Ex. 103, Att. A, App. 61; Copley Ex. 102, at 6, Ave. 178; Field Ex. 
2, at 2, App. 194; L.A. Times-Wash. Post Exs. 4, 5, 6, App. 223. 


7 The major newswire services would, however, be subjected to substantial increases in 
charges for their telephotograph services if the press rates were eliminated fe. 4411, 28, 
71, Supp. App. 9, 13, 27). 
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news services are ‘increasingly leasing voice-grade channels from which telegraph 
circuits are derived by the use of new technology, including multiplexing equip- 
ment. Their ability to take advantage of modern technology would mitigate the 
effect of a termination of present press rates for telegraph grade service (I.D.q11, 
28, 71, Supp. App. 9, 13, 27). None of the supplemental news services has suf- 


ficient communications requirements to avail itself of these cost-saving techniques. 


Evidence demonstrating the impact upon the widespread dissemination of 
news resulting from the imposition of the commercial tariff was introduced by 
the press parties. None of the witnesses on behalf of the other parties directed 
their testimony to this issue. ANPA presented the testimony of Dr. Jon Udell, 
Professor of Economics at the University of Wisconsin. Dr. Udell’s extensive 
background in the study of newspaper growth, newsprint consumption and re- 
lated areas particularly qualified him to address himself as an expert witness on 
the issues before the Commission (ANPA Ex. 102, at 1-2, App. 35-36). He testi- 
fied that the fundamental economics involved in the sale of newswire services 
necessitate impairment of news dissemination if press rates are abolished. In sup- 
port of his conclusions and in reliance upon empirical studies, he testified that the 
demand for newswi e services by the nation’s newspapers is price elastic, ie., the 
demand is responsiv -: to changes in the price of such services (id. at 9-15, App.43-49). 
Supplemental news ‘ire services, Dr. Udell noted, are especially vulnerable to any 
increase in price because a newspaper needs only one major newswire service to have 
some coverage of national and international news (id. at 17, App. 5 1; Tr. 1514-15). 


He noted that it is unrealistic to speculate that the supplemental services 
would or could ‘absorb the increased communications costs under the commer- 
cial tariffs because such costs are virtually the only incremental cost in provid- 
ing services to subscribers (Tr. 936; App. 213-14). In addition, Dr. Udell described 


a multiplier effect: Given an elastic demand, some subscribers would cancel their 


subscriptions to one or more newswire services if they were compelled to pay the 
higher communications costs; this in tur would mean that the fixed costs of 
operating a service would have to be recovered from a reduced number of sub- 


scribers; such increase in the average cost of serving the remaining subscribers 
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would mean that rates would have to be further increased, resulting in a loss 
of even more subscribers (ANPA Ex. 102, at 17-18, App. 51-52). 


The testimony of Dr. Udell was not controverted, nor were his qualifica- 
tions challenged. 


Dr. Udell’s expert testimony was confirmed by the principal executives 


of several newswire services, who testified that increases in communications 
costs would have an adverse impact upon the dissemination of | news in the 
United States. Without exception, these witnesses stated that the imme- 
diate effect of any effort to pass on to the subscriber the additional communi- 


cations charges would be a reduction in the nuiaber of existing subscribers and 
an impairment of their ability to obtain new subscribers. These witnesses also 
testified that all of the supplemental news services represented at the hearing 

are presently operating at a deficit and that any prospect for profitable or break- 
even operations would be eliminated if the commercial tariff is imposed upon 
them. This testimony also was unrebutted.® 


On June 17, 1969, the hearing examiner released an Initial Decision. He 

concluded that “continued application of the lower rates to the, press would 
be unreasonable within the meaning of Section 201(b) and unduly discrimina- 
tory within the meaning of Section 202(a) of the Communications Act of 1934, 
as amended” (I.D. 475, Supp. App. 29). Affirming the Initial Decision, the Com- 
mission found that although “‘some subscribers might reduce the number of their 
news services or discontinue the use of any news service if rates are increased, 
_. .. the extent to which curtailment of news service is likely to occur cannot 
be determined...” (Dec. 8, Supp. App. 568-69). It held that “the burden of 
affirmatively showing . . . that the exemption [from commercial tates] is neces- 
sary in order to prevent a significant impairment of news dissemination” was 
upon the press parties (id. 47, Supp. App. 568) and concluded “that the 
press parties have not carried their burden” (id. 48, Supp. App. 568). In 

8 See L.A. Times-Wash. Post Ex. 3, 8, App. 203, 211-22, 238-41; Twin Coast Ex. 1, App. 


244; Copley Exs. 101, 103, App. 169-72, 189-92; Advance Ex. 2; ANPA'Ex. 101, App. 27; 
Tr. 1314-15; 1021-22. 
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addition, it gave “decisional significance” to the voice-channel multiplex pro- 


grams of the two major newswire services (id. (9, Supp. App. 569). The 


Commission ordered the elimination of press rates effective June 17, 1970 (id. 
413, Supp. App. 570-71). This date was subsequently extended to Septem- 
ber 1, 1970, by the Commission upon request of a number of press parties. 
On September 11, 1970, this Court granted Petitioners’ motion for a stay of 
the Commission’s Decision pending appeal. 


ARGUMENT 


I. THE COMMISSION’S DECISION CONFLICTS WITH THE 
NATIONAL POLICY FAVORING SPECIAL RATES FOR 
THE PRESS TO PROMOTE THE WIDEST POSSIBLE DIS- 
SEMINATION OF NEWS 


As to questions of national policy derived from Congressional action, this 
Court may make “its own independent determination of the correct application 
[by the agency] of the governing principles”. Texas Gas Transmission Corp. v. Sheil 
Oil Co., 363 U.S. 263, 270 (1960). “[T]he courts are . . . not obligated to stand 
aside and rubber-stamp their affirmance of administrative decisions . . . that frustrate 
the Congressional; policy underlying a statute.” Volkswagenwerk Aktiengesell- 
schaft v. FMC, 390 U.S. 261, 272 (1968). Thus, in reversing an FCC decision 
turning on the assumed importance of competition, Justice Frankfurter ex- 
plained that: 


“{The Commission] seems to have relied almost entirely on 
its interpretation of national policy. Since the Commis- 
sion professed to dispose of the case merely upon its view 
of a principle which it derived from the statute and did not 
base its; conclusion on matters within its own special compe- 
tence, it is for us to determine what the governing principle 
is.” FCC v. RCA Communications, Inc., 346 U.S. 86, 91 
(1953). 


The first issue presented by this appeal is whether the Commission misconceived 
the national policy favoring special rates for the press to promote the widest 
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possible dissemination of news, and the importance of a diversity of news 


sources to the public interest standard it is obliged to enforce. 


A. The FCC misconceived the Congressional policy 
favoring special tariff treatment for the press 


In the Decision here under review, the Commission concluded that “no 


basis exists for prescribing or authorizing a specific classification for press users 


of private line telegraph and telephotograph services or other private line serv- 
ices” (Dec. $12, Supp. App. 570). This proposition, which pervaded the 
entire proceedings below, ignores long-standing Congressional strictures favoring 
special Communications tariffs for the press to protect and promote the widest 
possible dissemination of news. What the Petitioners sought in the proceedings 
below was continuation of a press tariff suited to their particular needs and 
extension of certain features of that tariff to all private line services used by 
the press. Because the supplemental newswire services have no need for 24- 
hour service and can only use communications channels during dertarn hours of 
the day, the part-time leasing and off-peak rates of the present press tariff pro- 
mote the national policy of widespread dissemination of news by permitting 


the press to lease only the service it needs. | 
The policy of favoring separate treatment for the press is firmly entrenched 
in this nation’s history. Only three years ago, three members of the same Com- 


mission explained in a concurring opinion the policy of encouraging the dissem- 
ination of news: 

“That the press is more than a commercial business, and is 
an important part of the structure of a democratic state, 
is indicated by the specific protection given it in the U. S. 
Constitution, by statements in court decisions too numer- 
ous to cite, and by a provision in the Communications Act 
sanctioning a separate class of charges for the press as just 
and reasonable (47 U.S.C. 201(b)).” Telpak Sharing, 8 
F.C.C.2d 178, 182 (1967) (concurring opinion of Cornmis- 
sioners Loevinger, Lee, and Wadsworth). 
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The governing statute bespeaks the correctness of the foregoing view. Sec- 
tion 201(b) of the Communications Act, 47 U.S.C. §201(b) (1964), provides 
expressly that “communications . . . subject to this chapter may be classified 
into... press .'. . and such other classes as the Commission may decide to 
be just and reasdnable, and different charges may be made for different classes 

. .” This provision originated in the Mann-Elkins Act of 1910 (36 Stat. 
539, 545-46 (1910)), which brought interstate telephone and telegraph service 
under the regulation of the Interstate Commerce Commission. The purpose of 
including a provision which allowed the Commission to set a special tariff for 
the press was to! permit the carriers to continue then existing special rates for 
press in order to promote news dissemination. See 45 Cong. Rec. 5537, 5577 
(1916). Accordingly, the FCC and its predecessor, the ICC, have consistently 
implemented the policy underlying Section 201(b) by approving special tariffs 
for press users which include such features as part-time leases. See, e.g., Private 
Wire Contracts, 50 I.C.C. 731 (1918). 


When Congress passed the Communications Act of 1934, it was well aware 
of the separate treatment already afforded the press. By reenacting the provision 
of the Mann-Elkins Act allowing for a separate press rate, Congress clearly indi- 
cated that it intended this policy of favorable treatment to the press to continue. 
At this late date it is capricious for the FCC to disavow the existence of such a 
policy.? See, e.g., Zemel v. Rusk, 381 U.S. 1 (1965); Commissioner v. Estate of 
Noel, 380 U.S. 678 (1965). 


9 The recent Public Broadcasting Act, which provides lower rates to educational televi- 
sion and radio, is phrased in far less mandatory language than Section 201(b) of the Com- 
munications Act: 


“Nothing in this chapter or in any other provision of law shall be construed 
to prevent United States communications common carriers from rendering 
free or reduced rate communications interconnection services, for non- 
commercial educational television or radio services, subject to such rules 
and regulations as the Federal Communications Commission may prescribe.” 
47 U.S.C. §396(h) (Supp. V, 1970). 


Even so, the Commission has not hesitated to promote the Congressional policy underlying 
the statute. In a recent Order, it stated: 


“It should also be made clear that, although the language of section 


396(h) is permissive, the national policy expressed is that the public 
(cont’d) 
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Other legislation demonstrates that Congressional policy favors federal ac- 
tion to encourage the widespread dissemination of news. For example, in order 
to encourage news dissemination by diverse sources, Congress recently enacted 
a statute excepting from the application of the antitrust laws joint operating 
arrangements entered into by newspapers in danger of financial failure and in- 
volving such non-editorial matters as printing and advertising solicitation. News- 
paper Preservation Act, Pub. L. No. 91-353 (July 24, 1970). The purpose of 
the law is to further “the public interest of maintaining a newspaper press edi- 
torially and reportorially independent and competitive.” Jd. §2. | The News- 
paper Preservation Act promotes dissemination of news by helping to insure that 
the public is exposed to multiple, editorially independent newspapers; press rates 
advance the same public interest objective by encouraging multiple use of news- 
wire services, thereby exposing newspaper readers to diverse and independent 


news sources. | 


Another example of Congressional policy favoring widespread dissemination 
of news is the postal rate structure. Congress has always maintained separate 
and favorable rates for newspapers, beginning with one of the first laws passed 
(Act of February 20, 1792, 1 Stat. 232) and continuing up to tdday (39 
U.S.C. § 4351 (1964)).2° Special press rates have been upheld by the Supreme 
Court because of “‘the historic policy of encouraging by low postal rates the 
dissemination of current intelligence” to the public. United States ex rel. 


(Footnote 9 continued) 
interest is served by the expansion of noncommercial educational broad- 
casting service to the public through free or reduced rate interconnec- 
tion common carrier services for educational broadcast stations.”| Free 
or Reduced Rate Interconnection Service for Non-Commercial Educa- 
tional Broadcasting, 17 F.C.C.2d 155, 158 (1969). 


In the same vein, the Commission has ordered AT&T to provide Bancationsl television sta- 
tions, under reduced tariffs, the same quality of service provided commercial stations under 
normal tariffs. Free or Reduced Rate Interconnection Service for Non-Commercial Educa- 
tional Broadcasting, 20 F.C.C.2d 491 (1969). 


10 see Rogers, The Postal Powers of Congress, A Study of Constitutional Expansion 24 
(1916) (favorable rates for newspapers began when Benjamin Franklin was co of the 
Colonies). 
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Milwaukee Social Democratic Publishing Co. v. Burleson, 255 U.S. 407, 410 (1921); 
Lewis Publishing Co. v. Morgan, 229 U.S. 288, 304 (1913). The policy of 
promoting the dissemination of news has been incorporated into the recently 
enacted Postal Reorganization Act, Pub. L. No. 91-375 (August 12, 1970). 
This Act specifically provides that the reduced rates afforded the press be con- 
tinued and that the revenues received from the reduced rates not exceed the 


cost of providing mail service. Id. 83626. 


Congressional intent to promote news dissemination by the press can be 
found in many other statutes. See, e.g, 26 U.S.C. 84253(b) (Supp. V, 1970) 
(exemption of press from excise tax on telephone and telegraph service); 7 
U.S.C. 8609(g) (1964) (newsprint exempt from Agricultural Processing Tax); 
19 U.S.C. 81202, 17252.65, 270.55, 724.15 (1964) (newsprint, newspapers, 
and news recordings exempt from customs duty); and 26 U.S.C. $173 (1964) 
(newspapers entitled to capitalize or expense circulation expenditures at their 


option). 


By stating that no basis exists for a special press tariff, the Commission 
misconceived its obligation to the public to protect and promote the means of 


news dissemination. 


B. The FCC gave insufficient weight to the importance 
of assuring diverse and independent news sources 


The principle that the public is served by getting its news from numer- 
ous and different sources has been recognized as vital to a free and enlightened 
society. The First Amendment “rests on the assumption that the widest pos- 
sible dissemination of news from diverse and antagonistic sources is essential to 
the welfare of the public.” Associated Press v. United States, 326 U.S. 1, 20 
(1945); New York Times v. Sullivan, 376 U.S. 254, 266 (1964). Indeed, the 
Constitutional guaranty of availability of multiple news sources, in the words 


of Learned Hand,| “presupposes that right conclusions are more likely to be 


gathered out of a multitude of tongues, than through any kind of authoritative 
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selection. To many this is, and always will be, folly; but we have staked 
upon it our all.” United States v. Associated Press, 52 F. Supp. 362, 372 
(S.D.N.Y. 1943), aff'd, 326 U.S. 1 (1945). 


In the decision here under review, the Commission declined to give sig- 
nificant weight to the public interest in obtaining news and information from 
“diverse and antagonistic” sources.!! Instead, it found, in effect, that wide- 
spread dissemination of news would not be substantially affected las long as AP 
and UPI continue to exist as the nation’s two major newswire services. It ac- 
corded “decisional significance” to the conversion programs as a result of which 
these services would largely avoid the impact of increased charges (Dec. 49, 


Supp. App. 569). 


Since AP and UPI would not be significantly affected by the application 
of full-period commercial rates — except in the important category of telephoto- 
graph service, which was completely ignored in the Commission’s Decision — it 
is obvious, and Petitioners concede, that the nation’s newspapers | would not dis- 
card all newswire services as the result of increased press rates. The important 
fact is, however, that there would be a reduction in subscribers to the supple- 
mental newswire services. As Commissioner Johnson pointed out, “the net re- 
sult of this decision will be to enhance the position of AP and UPI vis-a-vis the 


competing supplemental services” (Supp. App. 577). The |Commission 


1 By contrast, in another recent case, the Commission pointed out that 


“ _ . the Commission does recognize the importance of fostering “a 
multitude of voices’ in the discussion of public issues. Thus, it! 
sought to promote the growth of FM radio, UHF television, and 
noncommercial, educational broadcasting, and is seeking to promote 
a new technology which can make a most significant contribution 
in this respect — cable television.” In re Democratic National Com- 


mittee, released August 12, 1970 (FCC 70-861), at 14. | 


12 The Commission’s Review Board recently found that AT&T’s private line video program 


transmission tariffs discriminate unreasonably against part-time users. “The major television 
networks (NBC, CBS, ABC) have always been the primary beneficiaries of ithe present rate 
| (cont'd) 
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failed to recognize that its Decision would, pro tanto, lessen assurance that the 
public will be exposed to a diversity of viewpoints and newsgathering facilities 


— one important measure of news dissemination in general. 


While the supplemental services are relatively small in relation to the major 
newswire services, they nevertheless make a significant contribution to news dissem- 
ination as a whole.| Supplemental newswire services provide background and analytic 
news coverage to daily newspapers throughout the country (ANPA Ex. 101, at 3, 
App. 29). These services in turn enable the public to obtain the benefits of a diver- 
sity of viewpoints on news of national and international developments (ANPA Ex. 
102, at 8, App. 42). For example, at the time of the hearings below, the Copley 
News Service was providing timely background news from its national and in- 
ternational bureaus to 15 Copley-owned daily newspapers and to 16 non-Copley 
newspapers (I.D. 4/42, Supp. App. 17). Similarly, the Chicago Daily News-Sun 
Times News Service provides background and interpretative news from correspond- 
ents in its fifteen foreign offices to daily newspapers in more than 61 cities (I.D. 
4 37, Supp. App. 15). The Los Angeles Times-Washington Post News Service dis- 
tributes interpretative, in-depth news from its domestic staff and thirty foreign 
bureaus to 152 domestic subscribers. It also provides its subscribers with news 
stories written by the staffs of the London Observer and the Manchester Guardian 
(I.D. 4 § 31-32, Supp. App. 14). 


The record also disclosed trends in news-gathering and publication which 
make imperative the continuation and expansion of the supplemental newswire 
services. At the time of the 1968 hearing, only 66 cities had two or more 


daily newspapers under separate ownership (ANPA Ex. 101, at 4, App. 30). 


(Footnote 12 continued) 


structure ....” Hughes Sports Networks v. American Tel. & Tel. Co., F.C.C. Dkt. 16043, 
released September 2, 1970 (FCC 70R-303) at 7. Similarly, in this case the commercial rate 
structure would be less burdensome upon the major newswire services than the supplemental 
newswire services. The Commission’s failure to consider the relevant market structure was 

ergor: customers of common carriers must be treated in an even-handed way. Board of Trade 

v." United States, 314 U.S. 534, 543-44 (1942). 


3 
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In all but these 66 cities, the only way newspaper readers can be exposed toa 
diversity of news sources is through the multiple use, by single or commonly 


owned newspapers, of newswire services.!3 


Moreover, in recent years there has been a similar decline in the number of 
newswire services. In 1957, the number of major newswire services was reduced 
from three to two by the merger of UPI and International News Service (LD. 944 
6, 61, Supp. App. 8, 23). And during the hearings before the Commission in this 
very case, two supplemental news services, the Chicago Tribune service and the 


New York Herald Tribune service, ceased to operate (I.D. 761, Supp. App. 23). 


The evidence before the Commission thus demonstrated that supplemental 
newswire services are an important means of insuring widespread dissemination 
of news. However, the Commission ignored the role of the supplemental news- 
wire services in this respect, and the adverse consequences of a reduction in the 
diversity of news sources which would result from the full-period) commercial 
rates. The Commission did recognize the “possibility that some subscribers 
might reduce the number of their news services or discontinue the use of any 
news service if rates are increased” (Dec. 48, Supp. App. 568-69), but it 
failed to perceive the significance of this possibility. Commissioner Johnson 


aptly summarized the real issue: 


“_. . 1am concerned with the impact that these increases 
may have on so-called supplemental news services — services 
such as the Copley News Service, Chicago Daily News/Sun 
Times News Service, and the Los Angeles Times-Washington 
Post News Service. These supplemental news services exist 
to provide wider distribution of the news reporting activities 
of the participating newspapers. Smaller papers can make 
use of the product of these larger news gathering organiza- 
tions, often paying little more than the marginal cost | of 
| 
13 Even if they are available, few households purchase more than one newspaper. By 
1967, the average number of newspapers purchased by a household had declined to 1.06 
(ANPA Ex. 102, at 8, App. 42). Thus, it is more important than ever ‘that newspapers 
use multiple wire services to expose the reader to a variety of viewpoints. 
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distributing the printed materials to them — the commu- 
nications costs. There are millions of readers of small- 
town papers around the country who are much better 
informed today because of the availability of these serv- 
ices to 'their newspapers at low cost. It is this dissemi- 
nation of news which may be badly damaged by the 
Commission’s decision. Higher communications costs may 
often mean that these supplemental services will not be 
used by present marginal subscribers, and Americans will 
therefore be deprived of information they may well need 
as informed citizens.” Supp. App. 576-77. 


THE COMMISSION FAILED TO MAKE ADEQUATE FINDINGS AND 

CONCLUSIONS ON EXPERT TESTIMONY, INFORMED OPINION EVI- 

DENCE,'AND STATISTICAL DATA ESTABLISHING THAT IMPOSI- 

TION OF FULL-PERIOD COMMERCIAL RATES WOULD HAVE A 

SIGNIFICANT ADVERSE IMPACT ON NEWS DISSEMINATION 

Petitioners ask the Court to review the process by which the agency re- 

jected the evidence submitted to it by the press. This is not a case in which 
the Commission has resolved a conflict of evidence, but one in which the Com- 
mission has drawn irrational inferences and applied specious reasoning to the 


evidence submitted to it. 


It is basic that the Commission’s findings of “ultimate facts . . . must ap- 


pear as rational inferences from the findings of basic facts.” Johnston Broad- 
casting Co. v. FCC, 85 U.S. App. D.C. 40, 46, 175 F.2d 351, 357 (1949). Re- 
cently, the Supreme Court reversed the Federal Maritime Commission’s deter- 


mination that a contract would not “affect competition” because it did not 
have a “rational basis” in the record when viewed in light of the policies of 
the Shipping Act, 1916. Volkswagenwerk Aktiengesellschaft v. FMC, 390 U.S. 
261, 272-73 (1968). Here, similarly without rational basis in the record or 
‘evidence to the contrary, the Commission rejected the substance of the evidence 
submitted by the press parties. 


The Commission concluded that “the extent to which curtailment of news 
services is likely| to occur cannot be determined” (Dec. 48, Supp. App. 


21 


568-69). Contrary to this assertion, the record clearly established that news 
dissemination by the supplemental newswire services would be significantly 
impaired by the full-period commercial rates. 


Uncontroverted and unimpeached testimony of expert economic witnesses 
established that the loss of press rates would have an adverse impact upon the 
supplemental news services by reducing the number of existing and potential 


subscribers and threatening termination of the service they now render. As 


noted earlier, Dr. Jon Udell testified that any added communications charges 
will result in a significant reduction in the number of subscribers to supple- 
mental newswire services (ANPA Ex. 102, at 15, 21-22, App. 49, 55-56). His 
testimony was confirmed by two other experts (Copley Ex. 102, App. 173;NAB 
Ex. 1). Significantly, the expert qualifications of these witnesses were not chal- 
lenged, and the carriers and the Common Carrier Bureau submitted no evidence 
to rebut their testimony.!4 | 


An administrative agency cannot reject expert testimony without some 
basis in the record for the rejection. See, e.g., Cullers v. Commissioner, 237 
F.2d 611 (8th Cir. 1956). Although the “trier of fact under proper circum- 
stances may reject expert testimony and reach a conclusion based /upon its 
own knowledge, experience, and judgment . . . it must fairly appear from the 
record that the fact finder has knowledge and experience relative to the sub- 


ject matter.” Id, at 616 (emphasis added); accord, Ross v. Gardner, 365 F.2d 
\ 


14 The failure of the carriers and the Common Carrier Bureau to present any expert testi- 
mony in rebuttal to the three experts offered by the press parties weighs heavily against 
them, especially since these parties presented expert economic testimony in two other re- 
cent rate cases before the Commission, the General Rate Investigation (Docket 16258) and 
the Telpak Sharing Case (Docket 17457). As Wigmore explains: | 


“The nonproduction of evidence that would naturally have been pro- 
duced by an honest and therefore fearless claimant ieee the ae 
ence that its tenor is unfavorable to the parties’ cause . 


“This inference, for example, may be drawn from a failure to use | | 
expert testimony.” Wigmore, Evidence $8285, 290 (1940). 
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554 (6th Cir. 1966); Security-First Nat’l Bank v. Lutz, 322 F.2d 348 (9th Cir. 
1963). For example, in Ross v. Gardner, supra, expert evidence presented by 
a social security claimant was given decisional weight by the Court of Appeals. 
The Court said that “where uncontradicted medical evidence tended to establish 
disability of claimant, the decision of the Secretary denying benefits was not 
supported by substantial evidence.” 365 F.2d at 559. Similarly, in Alvary y. 
United States, 302 F.2d 790 (2d Cir. 1962), the trial court rejected expert testi- 
mony that real estate had certain value. The Second Circuit in reversing said, 


“a trial judge cannot arbitrarily disregard all expert testimony in the record and 


rely upon his unsubstantiated personal beliefs instead of upon evidence,” id. 
at 794. 


There is nothing in the record to support the Commission’s disregard of 
Petitioners’ expert testimony that the imposition of commercial rates upon the 
press would adversely affect news dissemination by the supplemental news serv- 
ices. Instead, the Commission’s Decision merely echoed the Examiner’s unwar- 
ranted conclusion that the expert evidence was “incompetent” (Dec. 49, 
Supp. App. 569. 


First, the Examiner termed “inconsequential” the difference between the 
number of newspapers subscribing to newswire services in 1947 and 1967 (I.D. 
162, Supp. App.'24). This observation misses the point. The point is that the de- 
mand for news increased enormously during this period and yet there was no 
corresponding increase in the utilization of multiple newswire services because 
their use was severely hampered by intervening increases in the price of the 
product (ANPA Ex. 102, at 14-15, 21-22, App. 48-49, 55-56). The Examiner’s fail- 
ure to acknowledge the significance of the large increase in demand, without a con- 


comitant increase in the utilization of multiple newswire services, was error. - 


Other reasons given by the Examiner for rejecting the expert testimony 
were equally unsound. For example, Dr. Udell did not, as asserted by the Ex- 
aminer, assume that factors affecting demand, other than price, remained con- 
stant. His testimony was directly to the contrary (ANPA Ex. 102, at 5-9, 
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App. 39-43). The Examiner’s companion observation that Dr. Udell’s study “fails 
to weigh the probable effects of the increase in broadcast news subscribers oe 
[and] to consider the new medium of television” (I.D. 462, Supp. App. 24), was 
irrelevant to the impact of full-period commercial rates upon news dissemina- 
tion by the press. In addition, criticism that the Udell study “fails to consider 
the expansion in volume and variety of news provided by most of the news 
services, particularly by UPI and AP” (I.D. 462, Supp. App. 24), ignores the 
primary goal of widespread news dissemination — the provision of news from 
“diverse and antagonistic sources” by the use of multiple newswire services. 
Finally, the Examiner stated that the Udell study: 


“Gs based on only two separated points in time rather 
than on a time trend, . . . makes no differentiation between 
types of news services [and] gives no consideration to in- 
creased editorial costs and time required in using additional 
news services ... .” (I.D. 962, Supp. App. 24). 


However, the Initial Decision does not explain why these factors would tend 


to controvert Dr. Udell’s conclusion that increased communications charges 
from the imposition of commercial rates would cause the supplemental news- 
wire services to raise their subscription prices and thus bring about a reduction 
in the multiple utilization of newswire services and the widespread dissemina- 
tion of news. 


The supplemental newswire services also introduced statistical evidence 
which confirmed that the commercial tariff would have a substantial adverse 
impact on their operations. This evidence showed that under the commercial 
tariff the total charges for Petitioners’ private line telegraph service would in- 
crease by amounts ranging from 61% to 139%.'5 These increases would impair 
the ability of the services to continue to operate (Field Ex. 2, at 9-10, App. 
201-202; Copley Ex. 101, at 3, App. 171; Tr. 1021-22, 1497, App. 291; L.A. 
Times-Wash. Post Ex. 7, App. 227). 


15 sources: ANPA Ex. 103, Att. A, App. 61; Copley Ex. 102, at 6, App. 178; Field 
Ex. 2, at 2, App. 194; LA. Times-Wash. Post Exs. 4, 5, 6, App. 223). 
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The statistical and expert evidence of the press parties was further con- 
firmed by extensive testimony of persons with day-to-day experience in the 
operation of supplemental newswire services. For example, Rex Barley, Man- 
ager of the L.A. Times-Washington Post News Service, testified that if news- 
wire services attempt to pass on proposed increased communications costs to 
their clients, cancellations of the service would ensue (L.A. Times-Wash. Post 
Ex. 3, at 10; App. 212). Similar forecasts were made by executives of Copley 
News Service and of the Chicago Daily News-Sun Times Service (Copley Ex. 
103, at 3, App. 191; Field Ex. 2, at 2, App. 194; Tr. 1025, App. 287). 


Perhaps the ‘most persuasive evidence in the record that the demand for 


newswire services is highly responsive to price increases is the fact that, with 
the exception of the marketing quotation services and AP (a non-profit corpora- 
tion), all of the newswire services represented in this proceeding are operated 
at substantial losses (Field Ex. 2, at 9-10, App. 201-202; Copley Ex. 102, at 
8, App. 180; L.A. Times-Wash. Post Ex. 7, App. 227; C.C.B. Ex. 2, at 4; Tr. 
1497, 1577, App. 291, 298). As Dr. Udell commented: 


¢ “Now if the demand for news services was price in- 
elastic, if they were nonresponsive to a change in price, 
then all these news services would have to do is raise 
their prices, raise their revenue and eliminate the loss” 
(Tr. 1497, App. 291). 


The Commission dismissed the foregoing uncontroverted evidence on the 
irrelevant and incorrect ground that “the corporate parents [of the supple- 
mental news services] could absorb the increase if they were so inclined.” It 
concluded that “whether the parent corporations . . . would choose to get out 
of the business of operating a news service is a matter of conjecture” (Dec. 
10, Supp. App. 569). 


This approach to the problem by the Commission completely ignored the 
process by which management arrives at prudent business decisions. As the 
testimony showed, no responsible management will continue indefinitely a de- 
ficit operation without some reasonable prospect of eventually operating at the 
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break-even point (L.A. Times-Wash. Post Ex. 3, at 19, App. 221; LA. Times-Wash. 
Post Ex. 8, at 13 App. 242. Moreover, any argument that cost increases can or 
would be absorbed by a parent company is especially unrealistic in the case of 
increased communications costs. Since leased communications charges are vir- 
tually the only incremental cost item involved in a newswire service (Tr. 936 
App. 284), sound business practice dictates that at least these costs must be re- 
covered. If communications costs cannot be recovered from subscribers, then 
I 


it does not make economic sense to continue the service. 
| 


Commissioner Johnson, recognizing the patent error in the Commission’s 


| 
reasoning, explained: | 
| 
“This seems to me a specious argument, ignoring the 
marginal economic analysis which businessmen use in deter- 
mining whether to continue the supply of a particular 'pro- 
duct line. In making such a judgment, the focus must be 
on the costs and revenues of the subsidiary, not the vitality 
of the corporation as a whole. Many supplemental news 
services are now operating at losses — making them prime 
candidates for elimination in rational profit-making deter- 
minations by business managers. I believe the Commission 
ignored this possibility by misreading the way in which 


business decisions are made.” Supp. App. 577. | 
| 


The Commission also relied upon the fact that higher rates would have a 
“minimal impact” on the major newswire services because they are in process 
of converting from telegraph to voice channels (Dec. 49, Supp. App. 569). 
This fact was, of course, irrelevant to any assessment of the impact commer- 
cial telegraph rates will have on supplemental newswire services, because their 
volume is too low to take advantage of this technique to reduce their commu- 
nications costs (L.A. Times-Wash. Post Ex. 3, at 18, App. 220). 


Finally, the Commission pointed to evidence that some newswire services 
have raised their rates without experiencing a significant reduction in total num- 
ber of subscribers (Dec. 49, Supp. App. 569). Implicit in the Commission’s re- 
liance on those figures is the unstated and unwarranted assumption that the supple- 
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mental newswire services would be able to pass on any increase in cost under the 
commercial tariff without adversely affecting dissemination of news. This 
assumption ignores the uncontradicted evidence that increases in costs for 
newswire services have, and will, limit utilization of such services by news- 
papers and thereby decrease the dissemination of the news. The record shows 
that since 1947 the total size of American newspapers has grown threefold, 
thereby significantly increasing the demand for news service (ANPA Ex. 102, 
at 5-6, App. 39-40). Nevertheless, the utilization of two or more wire services 
by newspapers has declined over this same period (id. at 12-13, App. 46-47). 


Thus, the record established that the result of the Commission’s Decision 
to eliminate press rates would be significantly to impair the widespread dis- 
semination of news. Based on this record, the Commission’s conclusion that 
it could not determine the effects of its Decision was irrational. 


THE DECISIONAL PROCESS FOLLOWED BY THE COMMISSION 
DID NOT COMPLY WITH BASIC REQUIREMENTS OF THE COM- 
MUNICATIONS AND ADMINISTRATIVE PROCEDURE ACTS 


A. The burden of proof is upon the carriers in 
any hearing involving an increase in rates 


The Commission held that the press, rather than the carriers, had the ul- 
timate burden of proof (Dec. 47, Supp. App. 568). On the other hand, 
Section 204 of the Communications Act provides that: 


“At any hearing involving a charge increased, or sought to 
be increased, . . . the burden of proof to show that the 
increased charge, or proposed increased charge, . . . is just 
and reasonable shall be upon the carrier... .” 47 U.S.C. 
§204 (1964). 


There is no dispute that the present proceeding involved a “charge increased, 


or sought to be increased.” 
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| 

The Commission’s action relieving the carriers of their ultimate obligation 
to justify the increases in charges to the press may have resulted from a con- 
fusion on its part between the duty to go forward with the evidence and the 
separate question of which party should ultimately bear the risk of non-persua- 
sion. Because much of the factual evidence concerning the adverse impact of 
increased charges upon the dissemination of the news was in their possession, 
the press parties voluntarily undertook the task of going forward |with the in- 
troduction of evidence on this issue. In doing so, however, the press did not 
assume the ultimate burden of proof which the Act imposes on the carriers; in- 
deed, it expressly disclaimed any such assumption (see Tr. 692-98).16 


The Commission’s error in allocating the burden of proof to the press 
parties was not merely a technical oversight: it was outcome-determinative of this 
proceeding because of the Commission’s equally erroneous holding that the 
record was inadequate to support a conclusion concerning the extent to which 
imposition of the commercial tariff would impair news dissemination (Dec. 48, 


Supp. App. 568-69; supra, pp. 20-26). | 
| 

B. The Commission erroneously approved new private line jrates 

and practices for the press without finding them “just and 


reasonable” as required by the Communications Act 


The Commission has authority to prescribe rates for any class of users 
upon an affirmative finding that such rates “will be just and reasonable.” Com- 
munications Act, 8205(a), 47 U.S.C. 8205(a) (1964); see North Carolina yv. 
United States, 325 U.S. 507 (1945). In this case the Commission did not make 
such a finding. Instead it argued that it was “not here concerned with the 
reasonableness of the rates since that issue was resolved in the 1963 Final 


| 
16 The Commission also suggested that Section 204 was “not applicable to the questions 
under consideration in this proceeding” on the ground that the reasonableness of the com- 
mercial rates had earlier been established in the Private Line Case (Dec. 17, Supp. App. 
568). But this contention is without merit because it ignores the fact that imon-press rates 
in effect during the 1968 hearings have never been adjudicated “Just and essonabieg as re- 
quired by 8205 of the Communications Act. See pp. 27-29 infra. 
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Decision” (Dec. 47, Supp. App. 568). This assumption ignores the fact 
that the commercial rates which would be imposed upon the press as a result 
of the Commission’s order eliminating the press classification are substantially 
different in level and structure from the rates found just and reasonable for 


non-press customers in 1963.17 


This proceeding was instituted by the Commission to investigate “the 
lawfulness of the existing rates for private line telegraph and private line tele- 
photograph services furnished to the press” (28 Fed. Reg. 5540 (1963), App. 
5). It is not disputed that the Commission may only prescribe under Sec- 
tion 205(a) “what will be the just and reasonable charge. . . . and what clas- 


>. 


sification, regulation or practice is or will be just, fair, and reasonable . . .”; 
and that without such a finding, no prescription may be made. Indeed, in a 


recent decision, the Commission held that: 


“Under the terms of section 205 of the Act, we are author- 
ized and empowered to prescribe or order charges in the 
practices of carriers. However, we may do this only if we 
can make the necessary findings in the record that the 
practice or practices so prescribed or ordered by us will 
be just, fair, and reasonable to be thereafter followed .... 
If we are unable to reach the conclusion that a given prac- 
tice urged upon us is just, fair, and reasonable, we have no 


17 Effective August 1, 1967, and November 1, 1968, substantial changes were made in the 
private line telegraph and telephotograph charges and rate structure, departing in material re- 
spects from those prescribed in 1963, and these changes induced the Commission to reopen 
the record in this case for further proceedings in November 1967 (see Press Rate Case, su- 
pra, 10 F.C.C.2d at 678). Moreover, even if the present commercial rates had been found 
just and reasonable in the Private Line Case, the record in that proceeding was not incorpo- 
rated into the present proceeding and cannot be relied upon by the Commission to establish 
facts upon which rates and practices may be set in this proceeding. Administrative Procedure 
Act §7(d), 5 U.S.C.'8556(e) (Supp. V, 1970); Domestic Telegraph Service Investigation, 3 P&F 
Radio Reg.2d 1005 (1964). The evidence based on the carriers’ costs in 1957 applied to 
their volume in 1955 (see 34 F.C.C. at 251-52) would have no relevance to today’s rates. 
In a similar case the Supreme Court held that the ICC could not rely upon a 1936 rate 
determination to prescribe such rates in 1942. The Court commented that “even assuming 
that the Commission had previously made a valid [rate prescription], it does not follow that 
such a general order must permanently stand as to each and every separate railroad or rail- 
foad system.” North Carolina v. United States, 325 U.S. 507, 518 (1945). 
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statutory basis upon which to order such a practice to \be 
put into effect.” Telpak Sharing, 23 F.C.C.2d 606, 621 
(1970) (emphasis added). 


In the present case, the Commission made no findings that the charges 
and practices it prescribed for the press were just and reasonable, and the car- 
riers presented no evidence on this subject. Thus, the Commission had “no 
statutory basis upon which to order such [rates and] practices to be put into ef- 


fect”. Telpak Sharing, supra. 


C. The Commission erroneously refused to resolve a material 
issue concerning the need for a press classification for voice, 
data, and wideband channels 
The original issues defined by the Commission in its order instituting this 
proceeding dealt only with the impact of commercial rates for private line tele- 
graph and telephotograph services on the widespread dissemination) of news (28 
Fed. Reg. 5540 (1963), App. 5). After the initial hearings closed in 1963, 
however, the press expanded its use of private line services to include voice, data, 
and wideband channels. When the Commission ordered new hearings in 1967, 
the press parties petitioned for expansion of the issues so that the Commission 
could determine “‘the total impact of all rate increases on the widespread dissemi- 
nation of news.” Press Rate Case, supra, 11 F.C.C.2d at 692. The carriers opposed 
the petition on the ground that “the increased utilization of other types of private 
line services by the press does not warrant the enlargement of the issues.” Id, at 
693. The Commission’s Review Board found that “consideration of other pri- 


vate line services is warranted in this investigation to enable the Commission to 


make a more enlightened and complete determination of the important ques- 
tions involved.” Id. at 694. Accordingly, the Board added the |following issue: 


“(To determine] the extent to which the currently effective 
charges, regulations, practices and classifications for any pri- 
vate line service used by the press, including any revisions 
thereof filed by AT&T or Western Union, tend to, or would 
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diminish, limit or impair the widespread dissemination of 

news.” Id. at 694 (emphasis added) 
The Examiner and the Commission acknowledged this issue (see Dec. 43, 
Supp. App. 566-67; I.D. ¢2, Supp. App. 7); but neither the Initial Decision 
nor the final decision made any findings or drew any conclusions concerning 
it (see Dec. 911, Supp. App. 570). 


The Initial Decision failed even to consider how the present rates for pri- 
vate line services other than telegraph and telephotograph tend to restrict the 
dissemination of news. There were no findings of fact or conclusions of law 
as to this important issue. The Commission’s Final Decision attempts to 
rationalize this omission by stating “there was no need to discuss extensions 
of the current pteferential rates since the press had failed to show that these 


current rates were justified” (id.). 


The Commission’s reasoning on this point was circular. First, it contended 
that preservation’ of press telegraph rates had not been shown by the press to 
be necessary because the major newswire services are converting to other pri- 
yate line services (id. 49, Supp. App. 569). Then it argued that the is- 


9 ° e A . A . 
sue concerning a press classification for these other private line services need 


qot even be considered because the press private line telegraph classification 
Had not been shown necessary (id. §11, Supp. App. 570). In short, the 


press does not need a separate classification for other types of private line 


Services because the press uses these other services — the same reason given by 
the Review Board, and impliedly approved by the Commission, for including 
the issue in the first place! 


Even if the Examiner and the Commission were not persuaded that the 
press should be accorded separate treatment for other types of services, they 
still had the duty to make findings of fact and conclusions of law as to this 
material issue. Section 8(b) of the Administrative Procedure Act, 5 U.S.C. 
§557(c) (Supp. V, 1970), provides: 


“All decisions . . . shall . . . include a statement of (A) find- 
ings and conclusions, and the reasons or basis therefor, 
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on all the material issues of fact, law, or discretion pre- 
sented on the record... .”’ (Emphasis added.) 


In an analogous situation involving the FPC’s refusal to rule whether cer- 
| 
“We think the Commission cannot terminate a proceeding 

after it has actually conducted a hearing to the point of 

receiving an Examiner’s initial decision, without rendering 

a decision upon the issue presented .... We do not have 

before us, and therefore do not decide, whether the Com- 

mission may terminate a proceeding, once entered. upon, 

at some point prior to the conclusion of the evidentiary 

hearing. A change of mind, midstream so to speak, may 

or may not be permissible. But we are of opinion that 

the Commission, having received all the evidence the parties 

wish to present, and having before it an Examiner’s find- 

ings, conclusion and decision, cannot at that point change 

its mind, wiping out the hearing as though it had never 
curred, and in effect decide that it will not enter upon 
hearing.” Minneapolis Gas Co. v. FPC, 111 USS. App. | 
16, 19, 294 F.2d 212, 215 (1961). 


tain rates were lawful, this Court said: 


Similarly, a three-judge District Court remanded a case to the ICC for de- 
termination of a material issue that the Examiner and the Commission refused 
to decide. Freight Forwarders Institute v. United States, 263 F.Supp. 460 
(S.D.N.Y. 1967). And the Eighth Circuit, in reversing an NLRB Decision, has 
pointed out that “Courts as well as the National Labor Relations Board have 
held that a material issue which has been fairly tried by the parties should be de- 
cided by the Board regardless of whether it has been specifically pleaded.” 
American Boiler Mfr. Ass'n v. NLRB, 366 F.2d 815, 821 (8th Cir. 1966). 
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IV. IN ORDERING TERMINATION OF SEPARATE PRESS RATES DE- 
SPITE ITS FINDING THAT THE RECORD DID NOT PERMIT A DE- 
TERMINATION OF THE EXTENT TO WHICH NEWS DISSEMI- 
NATION MIGHT THEREBY BE IMPAIRED, THE COMMISSION 
FAILED TO DISCHARGE ITS RESPONSIBILITIES TO THE PUBLIC 


It is common ground that the central issue in this proceeding is the prob- 
agle impact of the commercial tariff upon the widespread dissemination of 
news (Dec. 96, Supp. App. 568). However, the Commission professed to 


be unable to make an ultimate finding on this critical question: 


“{T]he possibility that some subscribers might reduce the 
number of their news services or discontinue the use cf 
any news service if rates are increased is not sufficient to 
justify our disturbing the Examiner’s finding . . . . /T/he 
extent to which curtailment of news service is likely to 
occur cannot be determined and it was incumbent on the 
press to show that the resultant curtailment would diminish 
news dissemination to a significant degree.” Jd. 48, Supp. 
App. 568-69 (emphasis added). 


The Commission erred in ordering increased charges into effect without a 
definitive conclusion on the crucial impact issue because it had an affirmative 
duty to determine the extent to which the widespread dissemination of news 


would be impaired. 


There can be no dispute that the public had a vital stake in the correct 
djsposition of this case: what could be more important than the widest pos- 
sible dissemination of the news? By ordering full-period commercial rates into 
effect for the press while at the same time disclaiming any conclusion on the 
extent to which such increases might adversely affect news dissemination, the 
Commission failed in its paramount responsibility to protect the public interest. 


‘commissioner Johnson correctly took issue with the Commission’s Decision on 


this ground, among others. He rightly suggested that if the Commission enter- 


tained doubts as to the effect of the rates after reviewing the evidence offered 
by the private parties, it should have ordered its staff to conduct its own analysis 
of the market: 
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“In a matter as important to overall Commission goals in 
communications as assuring that there are no barriers to 
the free flow of news in this nation, I believe the Commis- 
sion should have done its best to insure that a full record 
was made in this case.” Supp. App. 576. 


Administrative agencies such as the FCC are required affirmatively to pro- 
tect the public interest, and courts have not hesitated to impose upon them 


the burden of insuring that a complete record is made and important issues 


are decided when the public interest is at stake. For example, in Scenic Hud- 
son Preservation Conference v. FPC, 354 F.2d 608 (2d Cir. 1965), cert. denied, 
384 U.S. 941 (1966), the Second Circuit set aside an order of the Federal Pow- 
er Commission allowing an electric utility to construct an hydroelectric pro- 
ject because the agency had failed to compile a record that would allow an 
informed determination of whether the public interest in safeguarding the en- 
vironment was being protected. In response to the FPC’s argument that “pe- 
titioners [conservationist organizations] cannot impose an affirmative burden 


on the Commission,” the Court replied: 
“In this case, as in many others, the Commission has 
claimed to be the representative of the public interest. 
This role does not permit it to act as an umpire blandly 
calling balls and strikes for adversaries appearing before 
it; the right of the public must receive active and affirma- 


tive protection at the hands of the Commission. 


“This court cannot and should not attempt to substitute 
its judgment for that of the Commission. But we must 
decide whether the Commission has correctly discharged 
its duties, including the proper fulfillment of its planning 
function in deciding that the ‘licensing of the project) 
would be in the overall public interest.” The Commission 
must see to it that the record is complete. The Commis- 
sion has an affirmative duty to inquire into and consider 
all relevant facts.” Jd. at 620. | 


To the same effect, the ICC’s duty to use its powers to obtain evidence 
necessary to assure a record adequate to decide whether a reduction in railroad 


34 


pecs was in harmony with national transportation policy was stressed in Pa- 
‘sific Inland Tariff Bureau v. United States, 129 F.Supp. 472, 486 (D.C. Ore. 


#955): 


} “The Commission’s criticism of the inadequate evidence of- 
fered by barge and truck operators as well as by the rail- 
roads is well founded. The Commission is not a passive 
arbitrator of disputes between carriers. It is the instrument 
chosen by Congress to regulate interstate commerce in the 
public’ interest. When carriers fail to produce satisfactory 
evidence, the Commission may require them to produce ad- 
ditional and more satisfactory evidence. It may make its 
own investigation. It may consult with other interested 
and ptesumably better-informed agencies of the Govern- 
ment as to particular questions .... However, the rec- 
ord does not disclose that any of these courses was fol- 
lowediin this case. The fate of our national transportation 
system should not depend upon evidence either offered or 
withheld by competing carriers.””!® 


- Rese 


+ G  GR = ~~ 


This Court too has held that an agency has the affirmative burden of de- 


_veloping a complete record when the public interest is involved. “In viewing 
the public interest, the Commission’s vision is not to be limited to the horizons 
of the private parties to the proceedings.” Michigan Consolidated Gas Co. v. 
FPC, 108 U.S. App. D.C. 409, 283 F.2d 204, 226, cert. denied, 364 U.S. 913 
(1960). And in Moss v. CAB, No. 23,627 (D.C. Cir. July 9, 1970), this 
Court remanded a rate case to the CAB to develop a more complete record. 


The Court stated: 


“We fully recognize that a carrier’s exigent economic cir- 
cumstances at times will make it necessary for the Board 


‘ 
' 
| 
i 


‘ 18 Accord, Aberdeen & Rockfish R.R. v. United States, 270 F. Supp. 695 (ED. La. 1967), 

t aff'd, 393 U.S. (1968) (ICC rate order reversed for failure to develop a complete record); see 

, also, Isbrandtsen Co. v. United States, 96 F. Supp. 883, 892 (S.D.N.Y. 1951), aff'd by an equal- 
ly divided court sub nom. A/S J. Ludwig Mowinckels Rederi v. Isbrandtsen Co., 342 U.S.950 
(1952); Friendly, The Federal Administrative Agencies 144 (1962); Landis, The Administrative 

f Process 36-46 (1938). 
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to act on the basis of incomplete data. But we emphat- 
ically reject any intimation by the Board that its respon- 
sibilities to the carriers are more important than its reso 
sibilities to the public.” Slip Op. at 22. 


This Court has also had cause to remind the Communications Commission that 


it has an affirmative duty to assist in the development of a full record, ade- 
quate to permit resolution of all important issues, when the public interest is 
at stake. See Office of Communication of the United Church of Christ v. FCC, 
___US. App. D.C. __, 425 F.2d 543 (1969). | 
In resting its decision on the ambivalent conclusion that the impact of 
non-press rates upon the dissemination of news “cannot be determined” (Dec. 
q8, 24 F.C.C.2d 568-69), the Commission misconceived its role in this proceed- 
ing. “The Communications Act is not designed primarily as a new code for 
the adjudication of conflicting private rights through adjudication,” FCC ». 
Pottsville Broadcasting Co., 309 U.S. 134, 138 (1940); rather its purpose is to 


insure that the public interest is protected and furthered. | 
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CONCLUSION 


The Decision below should be reversed and the FCC should be directed 
to continue in effect a separate classification for private line telegraph and 
telephotograph service to the press and to determine, after such further pro- 
ceedings as may be appropriate, whether the present press classification should 


be extended to other categories of private line services. 
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ADDENDUM A 


Statutes Involved 


Communications Act of 1934, 48 Stat. 1064, 47 U.S.C. $151 et seq. (1964): 


Section 201(b), 47 U.S.C. 8201(b) (1964): 


(b) All charges, practices, classifications, and regulations for | 
and in connection with such communication service, shall 
be just and reasonable, and any such charge, practice, clas- 
sification, or regulation that is unjust or unreasonable is 

hereby declared to be unlawful: Provided, That communi- 

cations by wire or radio subject to this Act may be clas- 
sified into day, night, repeated, unrepeated, letter, commer- 
cial, press, Government and such other classes as the Com- 
mission may decide to be just and reasonable, and differ- 
ent charges may be made for the different classes of com- 
munications: Provided further, That nothing in this Act 
or in any other provision of law shall be construed to pre- 
vent a common carrier subject to this Act from entering 
into or operating under any contract with any common | 
carrier not subject to this Act, for the exchange of their 
services, if the Commission is of the opinion that such | 
contract. is not contrary to the public interest: Provided 
further, That nothing in this Act or in any other provi- 
sions of law shall prevent a common carrier subject to! 
this Act from furnishing reports of positions of ships at 
sea to newspapers of general circulation, either at a nomi- 
nal charge or without charge, provided the name of such 
common carrier is displayed along with such ship position 
reports. The Commission may prescribe such tules and 
regulations as may be necessary in the public interest to 
carry out the provision of this Act. 


Section 204, 47 U.S.C. 8204 (1964): 
Whenever there is filed with Commission any new charge, 


classification, regulation, or practice, the Commission may 
either upon complaint or upon its own initiative without 
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complaint, upon reasonable notice, enter upon a hearing 
‘concerning the lawfulness thereof; and pending such hear- 
ing and the decision thereon the Commission, upon de- 
livering to the carrier or carriers affected thereby a state- 
ment in writing of its reasons for such suspension, may 
suspend the operation of such charge, classification, regu- 
lation, or practice, but not for a longer period than three 
months}beyond the time when it would otherwise go into ef- 
fect; and after full hearing the Commission may make such 
order with reference thereto as would be proper in a pro- 
ceeding initiated after it had become effective. If the 
proceeding has not been concluded and an order made 
within ithe period of the suspension, the proposed change 
of charge, classification, regulation, or practice shall go 
into effect at the end of such period; but in case of a 
proposed increased charge, the Commission may: by order 
require the interested carrier or carriers to keep accurate 
account of all amounts received by reason of such increase, 
specifying by whom and in whose behalf such amounts are 
paid, and upon completion of the hearing and decision 
may by further order require the interested carrier or car- 
riers to refund, with interest, to the persons in whose be- 
half such amounts were paid, such portion of such in- 
creased! charges as by its decision shall be found not justi- 
fied. At any hearing involving a charge increased, or 
sought to be increased, after the organization of the Com- 
mission, the burden of proof to show that the increased 
charge,’ or proposed increased charge, is just and reason- 
able shall be upon the carrier, and the Commission shall 
give toi the hearing and decision of such questions prefer- 
ence over all other questions pending before it and decide 
the same as speedily as possible. 


Section 205(a), 47 U.S.C. 8205(a) (1964): 


(a) Whenever, after full opportunity for hearing, upon a com- 
plaint or under an order for investigation and hearing 
made by the Commission on its own initiative, the Com- 
mission shall be of opinion that any charge, classification, 
regulation, or practice of any carrier or carriers is or will 
be in violation of any of the provisions of this Act, the 
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Commission is authorized and empowered to determine and 
prescribe what will be the just and reasonable charge or| 
the maximum or minimum, or maximum and minimum, 
charge or charges to be thereafter observed, and what clas- 
sification, regulation, or practice is or will be just, fair, 
and reasonable, to be thereafter followed, and to make an 
order that the carrier or carriers shall cease and desist from 
such violation to the extent that the Commission finds | 
that the same does or will exist, and shall not thereafter 
publish, demand, or collect any charge other than the 

charge so prescribed, or in excess of the maximum or less 
than the minimum so prescribed, as the case may be, and 
shall adopt the classification and shall conform to and Qb- 
serve the regulation or practice so prescribed. 


Administrative Procedure Act, 5 U.S.C. 88551 et seq. (Supp. V, ine 


Section 8(b), 5 U.S.C. 8557(c) (Supp. V, 1970): | 


(c) Before a recommended, initial, or tentative decision, or la 
decision on agency review of the decision of subordinate 
employees, the parties are entitled to a reasonable oppor- 
tunity to submit for the consideration of the employees 
participating in the decisions — 

| 
(1) proposed findings and conclusions; or | 

(2) exceptions to the decisions or recommended decisions 
of subordinate employees or to tentative agency de- 
cisions; and | 


| 
(3) supporting reasons for the exceptions or proposed 
findings or conclusions. 


The record shall show the ruling on each finding, conclu- 
sion, or exception presented. All decisions, including initial, 
recommended, and tentative decisions, are a part of the 


record and shall include a statement of — 


(A) findings and conclusions, and the reasons or basis 
therefor, on all the material issues of fact, law or) dis: 
cretion presented on the record; and 


(B) the appropriate rule, order, sanction, relief, or denial 
thereof. 


ADDENDUM B 


In the 
UNITED STATES COURT OF APPEALS | 
FOR THE DISTRICT OF COLUMBIA CIRCUIT 


THE COPLEY PRESS, INC., FIELD ENTERPRISES, 
INC., and LOS ANGELES TIMES -WASHINGTON POST 
NEWS SERVICE, 
Petitioners, 
Vv. 


FEDERAL COMMUNICATIONS COMMISSION and UNITED 
STATES OF AMERICA, 


Respondents, 


AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, 
AMERICAN TELEPHONE AND TELEGRAPH COMPANY, 
THE ASSOCIATED PRESS, UNITED PRESS INTERNA- 
TIONAL, and THE WESTERN UNION TELEGRAPH 
COMPANY 


Intervenors. 


SUPPLEMENT OF FIELD ENTERPRISES, | 
INC. TO THE BRIEF FOR PETITIONERS: 


1. Field Enterprises, Inc. ("Field") is the owner 
of the Chicago Daily News/Sun-Times News Service (the "CDN 


News Service"), a supplemental newswire service. 


: | 

2. The record below contains testimony on behalf 
| 
| 


B-2 


of frie1a to the effect that the elimination of the part- 
time and off-peak features of the present separate press 
tariff would increase the private line charges paid by Field 


to distribute the CDN News Service by approximately 140%. 
{ 


' 

| 3. On October 1, 1970, after the filing of the 
Brief for Petitioners, Field entered into an agreement with 
thé New York Times. When this agreement is implemented, 
which is expected to take place in 1971, the CDN News Serv- 
ice and the New York Times New Service will be distributed on 
on¢ 24-hour, nationwide wire. When this occurs, the ex- 
trbme disadvantage to the CDN News Service which the elimi- 


nation of the part-time and off-peak features of the present 


separate press tariff would cause will be lessened. ° 


\ hk. Field's new arrangement will not, however, 


Lops the continuing adverse impact upon it of other elements 


os the commercial tariff structure which da not take into ac- 
eclunt the unique distribution network requirements of the 
press, such as the disproportionately higher cost of short- 


haul segments. 


{ 


5. Thus, the CDN News Service will continue to be 
adversely affected by a tariff which is not in accord with 


tHe national policy favoring special rates for the press in 


order to promote the widest possible dissemination of news, 


and Field continues to urge that the decision below be re- 

versed for all of the reasons stated in Petitioners! Brief 

and the FCC directed to determine what charges and regula- 

tions should be prescribed or authorized for Press users of 
| 


leased wires in order to carry out such policy. 


Respectfully submitted, 


“4, 
cS 


a ae 


D. 


Neale M. Albert 
of 


PAUL, WEISS, GOLDBERG, RIFKIND, 
WHARTON & GARRISON 

1775 K Street, N.| W. 

Washington, D. C.! 20006 

Attorneys for: Field Enterprises, 

Ine. 


November 11, 1970 


